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Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/6111/654251 


Highlights 


Exports rose 1.2% in October to $30.7 
billion, while imports increased for the 
ninth month in a row (0.7%). The result 


was an increase in the merchandise trade 
balance by $0.2 billion to $2.7 billion. 


Both exports and imports to the U.S. 
were up 0.7%. The merchandise trade 
surplus with the U.S. expanded to $5.1 
billion. 


The U.S. was the destination for 86.2% of 
our merchandise exports and the source 
of 76.3% of our imports in October. 


Commodity prices fell 2.3% in October, 
but are up 14.9% from October of last 
year. 


In line with commodity prices, the 
Canadian dollar dipped 1/10 ¢ over 
October but, nonetheless, is up 
substantially over October of 1998. 


Key Monthly Trade Indicators 
(October 1999) 
/ Change over 


previous | previous 
month 


Exports 
- U.S. exports 


Imports 
- U.S. imports 


Trade Balance* 
| - U.S. balance* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices** 
Import Prices** 


* Data in levels only. 
** Index (1992=100) 
Source: Industry Canada compilations based on Statistics Canada data. 


This Month’s Feature Report: 


The Impact of the Asian Crisis on Canadian Exports 


Produced by the Micro-Economic Policy Analysis oT 


Branch, Industry Canada by Aaron Sydor and ( d 
Jennifer Brill, under the direction of Rick Cameron al ) a a 


Team Canada Inc Equipe Canada ing © «© 2"d Someshwar Rao. 
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Exports resume their upward — aul , ! 
trend in October nee : : 
S25 | : ) 
* Total exports were up, driven entirely by ashe f 
increased exports to the U.S. Ae 
¢ The merchandise trade surplus widened as ! | 
the increase in exports outpaced that of hy 
imports. 
2 ! Balance! 
iii 
130 | 
Both commodity prices and the = 120 | 


exchange rate weaken 


* Commodity prices slipped, falling 2.3% 


Index (1992 
= 
—) 


over the month, yet they remain 14.9% te 

higher than in October 1998. Prices remain 80 

well below levels pre-existing the turmoil 

caused by the Asian Financial crisis. 0.8 
¢ The Canadian dollar corrected its recent run 0.75 


up, dipping 0.1¢ in October. However, in 
line with commodity prices, the exchange 
rate is up U.S. 3.2 ¢ over the past year. 
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Source: Statistics Canada, Bank of Canada 
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Team Canada Sectors’ exports grew considerably 


¢ Exports of Automotive and Aerospace & Defence products, two of the largest Team Canada 
sectors, are up over 30% for the first nine months of this year compared with the same period last 
year. 


¢ Advanced Manufacturing Technologies (AMT) and Environmental Products demonstrated 
exceptionally high rates of export growth, in excess of 96% and 117% respectively. 


¢ Somewhat surprisingly, exports of Building Products showed strong growth in the face of 
declining commodity prices and continued difficulty in the Asia-Pacific region over the past year. 


¢ Exports of the Plastics sector also performed well, growing 26.3%. 


¢ Industry trade balances (imbalances) reflect comparative advantages (disadvantages). 


> Canada has a strong comparative advantage in Agri-Food, Automotive and Building Products, 
but a large disadvantage in Information and Communication Technologies, Health and 
Electrical Power Equipment. 


Merchandise Trade, 
(Team Canada Sectors) 


Imports Balance 


Millions 


1999 


Electrical Power Equipment 
Enviro 

Health 

ICs 

Plastics 

Total Merchandise Exports [| 237,199) 
oe ave RIAL pe net Technologies Source: Industry Canada compilations based on Statistics Canada Data 


*** ICT - Information and Communication Technologies 
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Total Exports to Asia-Pacific 
The financial crisis significantly 


affected exports to Asia-Pacific... Beginsina ae 


: x’ Financial Crisis 


N 
o 


* Exports from Canada to Asia-Pacific have 
declined every quarter since the beginning of 


the financial crisis in the Asia-Pacific region. — ‘4 ie aw irs 
* The crisis peaked in 1998, with Canadian : : 
exports to the region declining on average more -20 


than 20%, but the situation has begun to 
improve in 1999. 


fo] 


Percent Change 
— 
i—) 


_ 
S 


° Qi Q2 Q3 Q4 QI Q2 Q3 Q4 QI Q2 Q3, 
1997 1998 1999 


Source: Industry Canada compilations based on Statistics Canada data 


: ! Exports to Asia-Pacific Countries 
...as exports to all Asia-Pacific 


: ; Growth in Exports Share of Total 
countries declined Exports, 1998 
[1997-98 1998-99 YTD 
* Canada’s exports to all of the major countries Japan (aad 2.70 
of the Asia-Pacific region, with the exception Hong Kong ASE 0.42 


of China, fell by over 20% from 1997 to 1998. 


Singapore — rpearameene 0.13 
: Taiwan Cd 0.37 
» Exports to Japan, which absorbs almost one 
: : South Korea ———— 0.57 
half of our merchandise exports to Asia- 


Pacific, fell by 23% in 1998. Malaysia " — aeeremernanoNs 0.14 
Thailand oe 0.09 


¢ Exports to many Asia-Pacific countries Indonesia C3 0.17 
continued to fall through eee ri Philippines as i 0.08 
cases by smaller amounts than in say = nar 


-50 -40 -30 -20 -10 0 10 
Percent 


Source: Industry Canada compilations based on Statistics Canada data 


Page 4 


ie] ah 
j 
a) ’ lion 
ape 
" i’ 
‘ 
i) 
a 
. Haiiel 


uth EO ae OCR 


Top ; ly hy | RES | 


i ALLA Vial salt ; iy eng 


ee Po Ti Oe Satie Ay a ee aE 


2 oy Le jab 
t 


ary «leo pe eae 


gk | apart, 
a thas uA sibrwe @ 
we ie wroqenese 
Py vee ¢ monte’ 
5 ios i Olen Ate 
ee be heahivs 
‘ mer . AT 
' sl ’ 
yy - ded 
ei} i ' 


Ute vite 


sy lPrage yer DipwarGg  peeeran (ony 


, 
i. 


OMEN Oi i-mndé GO) iii) mol ; 
P) - * al 
‘) RAE it ofl camld MU riws ‘seal oe! 
Cae i AeA Gi) oe Bhai Wuoriaet an, 


‘ 
eu oly a TOUS ep Thee 4] ahaiall ae - 
a) ol Te wie OL oles 
ij ; pif ay! re} Ml ag i iff Ars mel 
Ay a unre) 
i 
~ 7 7 4 
Bie. TE ORs a sug) 
a. 
tid The “orate 
} 
os ? 
ii MY oD ah ene ‘ b- 
| a4 A “ald Te ue 
evita | dint if f od Mind: 
gut wa eo HOES gar a= 
ra | nasi) Ob whet haga “To 
A 
ma, oi Ae L ME i The j YS : 
tube V4 OR cdg “2 eae 


\ : a v a [ 
‘a, he) a iT (i b arent | " , 
7a Lie ; Awa ‘ gna LenilLeie : 


CL et laigat. tyes nahipagy sitios 8 agen) 


But, the Asia-Pacific region 
accounts for a small share of 
Canadian exports 


¢ At the onset of the financial crisis, the Asia- 
Pacific region accounted for less than 10% 
of Canada’s total exports 


» The share has dwindled to less than 5% 
since that time. 


As a result, total exports were 
relatively unaffected 


¢ Although Canadian exports to Asia-Pacific 
declined considerably, Canada’s over-all 
export performance was not significantly 
affected. 


¢ For example, even at the peak of the crisis 
(1998 Q1), total exports decreased by only 
2.1%. 


Decex 


Canadian 


Geographic Distribution of 
Canadian Merchandise Exports 


First Quarter 1997 Third Quarter 1999 
US. 
USS. 87.4% 
81.6% 


Page 5 


Percent Change 


ory 
Western Other 


Asia- Asia 


Western ee syle Europe 3.1% Pacific 
Europe -/ /o 4.9% 4.6% 
5.4% 


Source: Industry Canada compilations based on Statistics Canada data 


Impact of Asian Crisis on Total 
Canadian Exports 
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Source: Industry Canada compilations based on Statistics Canada data 
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Our Resource & Resource-Based 
exports felt the brunt of the Asian 
financial crisis... 


¢ 1998 witnessed the greatest impact of the Asian 
financial crisis on Canadian exports. 


¢ During that year, Resource & Resource-Based 
commodity exports to Asia-Pacific fell by $3.1 
billion, resulting in a 2.7% drop in total exports of 
these goods. 


¢ In relative terms, this is almost three times as much 
as the 1% decline in total Finished Goods exports 
attributable to the Asian Pacific crisis. 


» In dollar terms, exports of Finished Goods to 
Asia-Pacific fell by $1.8 billion in 1998. 


...aS exports of these goods 
account for most of our exports to 
Asia-Pacific 


¢ In 1998, almost three quarters of Canada’s 
exports to Asia-Pacific were Resource & 
Resource-Based goods. Asia-Pacific accounts 
for 10% of our total exports of these goods. 
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Impact of the Asian Crisis on Total 
Exports by Commodity Type 


Finished 
o 1 Goods 
= 
: f 
O 0 -_ me SE 
5 
i>) 
mci 
a 
-2 <n ece 
Resource-Based 
-3 
1997 1998 1999* 


* Sept. 1998 to Sept. 1999 


Source: Industry Canada compilations based on Statistics Canada data 


Exports to Asia-Pacific by 


Commodity Type 
(1998) 


Resource & 
Resource-Based 


74.8% 
Finished 
Goods 


25.2% 


Source: Industry Canada compilations based on Statistics Canada data 
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Exports of all provinces were 
affected by the Asian financial 
crisis... 


* In 1998, exports to Asia-Pacific from all 
provinces declined. 


¢ Purely in terms of rates of decline, Ontario 
and Quebec were affected the most with 
drops in 1998 of 41.2% and 29.3% 
respectively. 


Percent of Exports going to Asia-Pacific, 1996 


B.C. 
35.8% 


Quebec Atlantic 
4.7% 8.8% 


Prairies Ontario 
14.5% 3.9% 


¢ But, only a small percentage (less than 5%) 
of exports from these two provinces go to 
Asia-Pacific, compared to 36% for B.C. 


...but to different degrees 


* Overall, B.C. is the province that suffered the 
most, with the Asian crisis subtracting 6.8% 
from its growth in total exports in 1998. 


¢ However, the effect of the crisis on exports of 
Ontario and Quebec, was barely noticeable. 
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Growth in Merchandise Exports to 
Asia-Pacific by Region 
(Percent) 


[] 1998 


1999* 


ME 1997 


p_t75 


ue / pee 
ok ae | | 
SE er al 
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Ontario-~ 


* Sept 1998 to Sept 1999. 
Source: Industry Canada compilations based on Statistics Canada data 


Impact of the Asian Crisis to 
Total Exports by Region 


(Percent) 
MH 1997 [] 1998 
: / 0.0 
is cgflin 
mee 
Quebe.~ 


Sy ee 
Ontario: | 


* Sept 1998 to Sept 1999. 
Source: Industry Canada compilations based on Statistics Canada data 


Rig Dh YMA Taina 
reoprin'f) 


ok a ae) 


wil wy hkl . o 
9 iam os ara ie 
©) . P 4) } 7 Nil ‘ io 
mig t V : 
i" f iF ‘r) A + us Ai | 
ar’ Tree Sy AN a ay 
iT ie on “fs Ao) bi 
ta i oe, y» , fy 
i ait oe awe? ij 
: at i ‘ f a i Al 
Maalys, hal wal vig 
7 > ey 
“ft id 
uae La 
7 oF i 
A 1 | a i dag bg 


we ambi) neher,. we de vegan 
: era a va | 4 \f. i { hs A f | tae at 


tz ~ye 


by is 
q 
' eens 4 » 
wired »* wa ; — 
=| ve el 
} f ui 
iv j 
mH yw Tbe 
al Dh Oey Hy we 
ib asd Ms Aiea" « Laie A till Gorneut 
z i 
j { 


Cn ena eee ee 


~s 


<c 


Hide Ti Opty iy lee e 
Tia nwa yaad aut huis 
oH 10 ROOT af wepertty 

. i a1 


Team Canada Inc - Equipe Canada inc 


Highlights 


Exports increased in November, up 1.4% 
over the previous month. For the first 
time in 1999, exports to the rest of the 
world increased at a faster pace than 
exports to the U.S., which were up 1.2% 
over the month. 


Imports fell slightly in November, 
decreasing 0.2%. Imports from all other 
countries increased while imports from 
the U.S. fell 1.3%. 


Canada’s trade balance improved by 
$500 million over the previous month 
reaching $3.1 billion in November. 


Commodity prices rose significantly in 
November, up 5.9% from October. 
Despite this, the Canadian dollar fell, 
losing two-tenths of a cent. 


Meanwhile, export prices increased by 
0.4%, and import prices fell by 0.8%. 


Key Monthly Trade Indicators 


(November 1999) 


Exports 
- U.S. exports 


Imports 


- U.S. imports 


Trade Balance* 


- U.S. balance* 


Commodity Prices** 


Canadian Dollar (US 


Export Prices** 
Import Prices** 


* Data in levels only. 
** Index (1992=100) 


31,351 
28,224 


26,881 
21,083 


3,128 


¢)* 


7 Change over 


previous | previous 
month year 


Source: Industry Canada compilations based on Statistics Canada data. 


Produced by the Micro-Economic Policy Analysis 
Branch, Industry Canada by Aaron Sydor and 


ro Jennifer Brill, under the direction of Rick Cameron 


and Someshwar Rao. 


This Month’s Feature Report: 


China 
Export Opportunities for Canada 


Canada 


Merchandise Trade 


; : ; | Exports 
Exports continue to improve ! ! ! 
30 | 
* Merchandise exports to all destinations a | | : 
improved for the second month in a row, ‘Sse . 
after dipping slightly in September. Ey ! f 
a \ ' Exports 
¢ Unlike previous months, exports to f | to U.S. 
destinations other than the U.S. led export ! 
growth in November. ee 3 
¢ Imports fell slightly in November resulting 
in an increase in the trade balance. 
= 
Commodity prices and the a 
exchange rate move in opposite ee 
directions = Commodity 
N 110 Prices 


* Commodity prices rebounded strongly in 
November, gaining 0.4% over the previous 
month and are up 25.0% from the low 
reached in December of 1998. 


Index (1992 
= 
(—] 


¢ The dollar, on the other hand, slipped 
somewhat, losing 0.2%. 


1996 1997 1998 1999 


Source: Statistics Canada. Bank of Canada 
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Import growth outpaces export growth for many Team Canada Sectors 


¢ Import growth outpaced export growth in 7 out of the 10 Team Canada Sectors for the first 10 
months of 1999 over the same period in 1998. 


¢ Environmental Products had both the strongest export and import growth and is one of the few 
Team Canada sectors where exports outpaced imports, 29.6% for exports vs. 19.6% for imports. 


¢ Automotive and Building Products are the other two sectors showing vigorous growth in exports 
with rates of 20.7% and 12.7% respectively. 


¢ The industrial pattern of trade deficits has deepened during the period under review. 


» Information and Communications Technologies (ICT) posted the strongest merchandise trade 
deficit at $19.7 billion for the first 10 months of 1999, a $3.0 billion increase over the same 


period in 1998. 


» On the other hand, the Automotive sector registered a $5 billion surplus, an increase of $4.5 
billion. 
Merchandise Trade, 
(Team Canada Sectors) 


Imports Balance 


Millions 


1998 YTD* | 1999 YTD* 
Team Canada Sectors Jan-Oct. | Jan-Oct. 


Building Products 
Electrical Power Equipment 
Environmental Products 


Health Products 
fC fate! 
Plastics 23 pata 


Total Merchandise Exports | 262,811] 281,744] 11.0] 247,375] 263,970) 


ig D - Year-to-date woe Fl. 
** We - nayancod Manufacturing Technologies Source: Industry Canada compilations based on Statistics Canada Data 
*** ICT- Information and Communication Technologies 
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China offers great export 
opportunities 


¢ With a GDP of $918 billion, China is the 
seventh largest economy in the World. And 
with an average annual rate of growth of 
13.3% since 1990, it is growing about 2% 
times faster than the world average of 5.8%. 


» Measured in terms of purchasing power 
parity (PPP), by 2010, China’s will have 
the second largest GDP, after the U.S. 


» China has nearly one quarter of the 
world’s population. By 2010 it is 
expected to have in excess of 500 
million middle class consumers, the 
largest consumer market in the world. 


¢ China has nearly quadrupled its share of 
world merchandise exports since 1980, 
jumping from 0.9% share in 1980 to 3.4% 
in 1998, and will need to import 
intermediate goods if it is to continue its 
export expansion. 


» China’s import growth, although not as 
fast as export growth, increased faster 
than the world average. As a result, 
China’s share of world merchandise 
imports has increased from 2.1% in 
1980 to 2.50% in 1998. 


Percent 


China — Key Statistics 


Population (1998): 


GDP (1997, $US): 
Exports (1998, $US): 
Imports (1998, $US): 


GDP Growth (1990-97): 
Export Growth (1990-98): 
Import Growth (1990-98): 


1243.7 million 


$917.7 billion 
$183.6 billion 
$140.3 billion 


13.3% 
14.5% 
12.8% 


Hong Kong — Key Statistics 


Population (1998): 


GDP (1998, $US): 
Exports (1998, $US): 
Imports (1998, $US): 


GDP Growth (1990-98): 
Export Growth (1990-98): 
Import Growth (1990-98): 


6.7 million 


$166.4 billion 
$208.2 billion 
$207.6 billion 


10.5% 
9.5% 
10.4% 


Chinese Share of World 
Merchandise Trade 
4 
3.5 Imports 


Exports 


\ 


1980 1985 1990 


1995 1998 


Source: Industry Canada compilations based on data from WTO. 
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But, Chinese tari if barriers remain 
high 


* Chinese tariff rates have been declining. But, at 
a mean rate of 31.7% on Primary Goods and 
39.7% on Manufactured Goods, there is still 
significant room for improvement. 


» This compares to a mean tariff rate in 
Canada of 6.7% in 1993. 


The recently signed bilateral trade agreement 
between Canada and China takes some steps 
toward lowering trade barriers, particularly for 
select agricultural and high technology products 
as well as some services. This agreement will 
enhance trade opportunities between the two 
countries. 


Canada is a small player in the 
Chinese market 


¢ At $10.1 billion, China is our fourth largest 
trading partner, accounting for 1.6% of our 
total trade (exports plus imports). 


> If Hong Kong is included as part of 
China, China would be our third largest 
trading partner at $12.8 billion, or 2.1% 
of our total trade. 


¢ In 1998, 3 countries accounted for nearly 
60% of China’s exports; Hong Kong, United 
States and Japan. Canada was ranked 13th, 
purchasing 1.2% of Chinese exports. 


¢ Chinese imports were slightly more 
diversified with 4 countries making up nearly 
55% of Chinese imports. Canada ranked 


16th. 
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@ Hong Kong 


® United States 


6) Japan 
@ |Germany 
6) South Korea | 


eo Canada 


Source: Chinese Ministry of Foreign Trade and Economic Cooperation 


Chinese Mean Tariff Rates 


Primary Manufactured 
oD Goods y Goods 
bac X 
= 
© 30 
o 
a 


1980-1983 1984-1987 1988-1990 1991-1993 


Source: APEC 


China’s Top Trading Partners, 1998 


:} Share 
(percent) 


Exports to: Share 
(percent) 


@ Japan 
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Our export perfommance has been 


poor... Merchandise Trade with China 
¢ Growth in Canadian exports to China has 8 Imports 
been very slow, increasing at an average 6 
annual rate of only 4.9% between 1990 and 4 
1998. ” Exports 
S 2 
¢ Total Canadian exports increased at an mo 0 
average annual rate of 10.0%. ra <2 
4 
¢ Chinese imports from all sources have 6 See 
been growing by 12.8% annually. ey nenngee es Ae 82S! Hct tees 
PSP PP OP PO 
: Se ai Olas Ean CRS We oye Source: Industry Canada compilations based on Statistics Canada data. 
.7% annually over the same period 
resulting in a large and quickly increasing 
trade deficit with China. 
...especially in traditional Team Canada Sectors 
sectors Merchandise Exports to China 
meh Growth* Share** 
* Team Canada Sectors account for almost Millions $ 1990-98 1998 
65% of Canadian exports to China. Aerospace | a 223.7 32.7% 13.9% 
Agri-food exports alone make Up MOTE Agri-Food ee ee $79, 4u i ee miMic jee, 
than half of these exports, but this sector 
has shown virtually no growth over the AMT | 16.9 17.1% — 1.0% 
decade. Automotive | 60.4 1.9% 3.7% 
Building [J | 113.9 8.1% 7.1% 
¢ The next two largest sectors, namely f 
Aerospace and ICT, have demonstrated oe H BO 1990 1998 1.7% = 2.7% 
much stronger growth. Together they Enviro | 6.7 22.0% 0.4% 
represent another one-quarter of Team Health | 8.6 19.3% 0.5% 
Canada sector exports to China. an 200.7 beens 3) 
¢ Four commodities - electrical Plastics | 60.9 10.9% 3.8% 
machinery, toys and sports equipment, 
machinery and footwear - make es ee oe of can ee exports to China 
of our imports from China. Source: Industry Canada compilations based on Statistics Canada data. 
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But, Canadian service exports to 
China have doubled since 1990 


* Trade in services account for a significant 
portion of Canada’s trade with China. In 
1997, services accounted for nearly 20% of 
our total exports to China. 


¢ Services export growth has greatly outpaced 
that of merchandise exports, growing at and 
average annual rate of 12.9% between 1990 
and 1997, vs. only 4.9% for merchandise 
exports. 


And our direct investment in 
China has grown quickly 


¢ Although Canadian Direct Investment 
Abroad (CDIA) in China has increased 
substantially from almost nothing in 1990 to 
$464 million in 1998, China still accounts 
for a very small portion of CDIA (about 
0.2%). 


» CDIA in Hong Kong has also increased 
dramatically between 1990 and 1998 
and stood at $2.9 billion in 1998, more 
than six times greater than in China. 


¢ In 1998, China accounted for more than a 
quarter of all FDI inflows into developing 


countries. 


* Chinese investment in Canada is extremely 
small and has not changed substantially 
since 1994. 


Services Trade with China 


600 
Exports 
500 
w 400 
o Imports 
= 300 ‘ 
= 
# 200 Balance 
100 
0 
1990 1991 1992 1993 1994 1995 1996 1997 
Source: Industry Canada compilations based on Statistics Canada data. 
Two-way Foreign Direct 
Investment with China 
500 CDIA 
400 
5 300 
= 200 
wn 
100 
FDI 
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Source: Industry Canada compilations based on Statistics Canada data. 
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Highlights 
December’s exports were up 1.4% over 
the previous month and 12.9% over the 
previous year. Exports to the U.S. 
experienced a somewhat smaller increase 


over the previous month (1.3%) but a 


larger increase over the previous year 
(13.3%). 


Imports increased at a significantly faster 
pace than exports at 3.2% over the 
previous month, with imports from the 
U.S. showing a 3.5% increase . 
Nevertheless imports increased at a 
considerably slower pace than exports 
over the previous year. 


Canada’s trade balance declined 
significantly compared to November, 
falling some $400 million to $2.7 billion in 
December, mostly due to the decline in the 
trade balance with the United States. 


Commodity prices increased 0.9% over 
December while the Canadian dollar 
gained a full cent and a half. Over the 
past year, commodity prices increased by 
over 26 percent, and the value of the 
Canadian dollar increased by more than 4 
cents. 


Export prices changed little over the 
previous month, up only 0.1%. Import 
prices, however, declined by 0.6%. 


Key Monthly Trade Indicators 
(December 1999) 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices** 
Import Prices** 


* — Data in levels only. 
** Index (1992=100) 


% change over _ 


$ millions 


Source: Industry Canada compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Canada’s Automotive Trade 


Produced by the Micro-Economic Policy Analysis 
Branch, Industry Canada by Aaron Sydor and 
Jennifer Brill, under the direction of Rick Cameron 


and Someshwar Rao. 
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Merchandise Trade 


35 


Exports reach a record level 
30 
¢ Merchandise exports reached a record $31.8 
billion in December, as exports to non-U.S. 
destinations picked up. Exports to the U.S. 
also increased to reach $27.2 billion, but 20 
remained slightly off the peak of $27.3 
billion achieved in August. 


$ Billions 
nN 
an 


15 
¢ Merchandise imports from all destinations 55 
increased significantly. Imports from the ! ! Balance 
U.S. increased 4.8% over the last year to eee 
$21.1 billion but much less than the 8.9% 2 ! 
rise in merchandise imports from the world a ATLA 
which rose to $28.2 billion. int | | i 
! 
: Crh 130 
Despite only a small rise in 
: : : ~ 120 
commodity prices, the Canadian S 
110 


dollar registers significant gains 


Index (1992 
= 
S 


* Commodity prices in December reached 90 
their highest point, 106.3, since May 1997 a 
recovering significantly from the low of 
84.3 in December 1998. 08 , | | | | 
» This increase was driven primarily by 0.75 | 
significant increases in energy prices 
over the past year. A 0.7! | : 
¢ Similarly, the Canadian dollar closed 1999 0.65 | 
at 69.3 cents, its highest since April 1998. 
The dollar is up 5.6 cents from the low of 0.6 ! 


63.8 cents in August 1998. 
1996 1997 1998 1999 


Source: Statistics Canada, Bank of Canada 
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Mixed Performance for Team Canada Sectors 


* Two Team Canada sectors showed exceptional rates of growth, greater than 20% over the first 11 
months of 1999, compared to the same period in 1998. Automotive exports grew at a tremendous 
24.7% and Environmental Products at 22.8%. 


> Building Products, growing 12.8% was the only other sector to outperform growth in total 
merchandise exports at 11.2%. 


¢ Only Agri-food experienced a decline in exports during this period, losing 4.7% compared to the 
same period last year. 


¢ The industrial structure of trade balances remained more or less the same in 1999 as in 1998 (with 
the exception of the automotive sector) reflecting Canada’s comparative advantage (disadvantage) 
position. 


>» Inthe automotive sector, Canada’s trade balance in the first 11 months was close to $8 billion 
compared to a small deficit in the first 11 months of 1998. 


Merchandise Trade, 
(Team Canada Sectors) 


1998 YTD* | 1999 YTD* 1998 YTD* | 1999 YTD* 
Jan-Nov | Jan-Nov. Jan-Nov. | Jan-Nov. 


Building Products 

Electrical Power Equipment 

Enviromental Products 

Health 

IC: 

Plastics 7,517 


Total Merchandise Exports 291,109.3] 323,602.0] 


* YTD - Year-to-date Source: Industry Canada compilations based on Statistics Canada Data 


** — AMT - Advanced Manufacturing Technologies . 
*** ICT- Information and Communication Technologies 
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In the 1990’s, automotive trade’ 
more than doubled... 


¢ Over 1990-98, automotive trade more than 
doubled with exports increasing from $36 
billion to $76 billion and imports from $34 
billion to $75 billion. 


¢ During the 1990s, automotive exports grew 
11.8% annually — nearly two full 
percentage points higher than merchandise 
trade as a whole. 


» For the first 11 months of 1999, 
automotive exports have been growing at 
a pace of 20% per year. 


¢ Canada’s automotive import growth during 
1990-98 was even stronger, averaging 
12s: 


...but the trade balance has been 
shrinking since the mid 1990s 


¢ Canada’s has maintained a positive trade 
balance in automotives throughout the 
nineties, with the exception of 1991. 


¢ From 1991 to 1995, the trade balance 
increased steadily, rising to $8 billion, but 
has declined continuously since then, falling 
to $1 billion in 1998. 


¢ For the first 11 months of 1999, export 
growth has outpaced that of imports by a 
considerable margin, leading to a trade 
surplus of more than $6 billion, 
comparable to the 1996 level. 


$ Billion 


Automotive Trade 


80 
70 
Exports 
60 
50 Imports 
40 
30 
S VY bs © Ce} 
@) 
S P oe RS 
Automotive Trade Balance 
8 
6 
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¢ 
S 
iD 
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Source: Industry Canada compilations based on Statistics Canada Data 
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Nearly all of our automotive 
exports go to the U.S. 


¢ More than 97% of our vehicle exports and 
93% of parts exports go to the U.S. — $62.0 
billion worth of vehicle exports and $11.5 
billion in parts. 


» The importance of the U.S. as an export 
destination may be somewhat overstated 
however, as some exports, particularly 
assembled vehicles, may first be exported 
to the U.S. parent and then re-exported to 
their final destination. 


Imports, however, tend to be 
more diversified 


¢ The U.S. also accounts for the vast majority 
of automotive imports — 83% of vehicles 
and 82% of parts in 1998, and its shares 
have increased substantially since 1990. 


Japan accounted for 7.8% of vehicle 
imports and 3.7% of parts imports in 1998. 
Both of these shares, however, are down 
considerably from the 1990 levels, due to 
increased imports from the U.S. and 
Mexico. 


¢ In 1998, Mexico moved to the number two 
position behind the U.S. in parts imports 
and third after Japan in assembled vehicles. 


Vehicle Exports, 1998 


$63.5 billion 


Parts Exports, 1998 


All 
U.S. Other 
93.6 “%o / 4.3% 
“XN 
European 
G7 
$12.3 billion 2.1% 
Vehicle Imports, 1998 
All Other 
i )] / 3.240 
Germany 
\ 2.2% 
Mexico 
Japan 4.1% 
7.8% 
$47.9 billion 
Parts Imports, 1998 
U.S. 
81.9% All Other 
vA 7.6% 
. German 
<3 1.3% 
Mexico ©2243" 
Seo 
$26.9 billion 


Source: Industry Canada compilations based on Statistics Canada Data 
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Export growth in motor vehicle 
parts has been strong... 


¢ Export growth of automotive parts in total 
outpaced export growth of vehicles 
between 1990 and 1998, 11.8% vs. 9.7% 


per year. 


¢ This was lead by growth in Plastics 
(40%), Iron & Steel (18.7%) and Seats 


(13.9%). 


...especially in areas where we 
have a strong comparative 


advantage 


¢ Trade balances by product give an 
indication of Canada’s comparative 
advantage and disadvantage position. 


* Canada has a strong comparative advantage 


Growth in Exports — Auto Parts 
(Annual Average, Percent, 1990-98) 


Plastics 

lron & Steel 

Seats 

Misc. Base Metals 
Rubber products 
Machinery & Mechanical 
Electrical Components 
Instruments & Apparatus 
Asbestos 

Glass 

Carpets/Textile 

Paper, Cork & Leather 


Total, Parts 


[] -1.6 


(7) 11.8 


Trade Balances — Auto Parts 
(Percent of Exports, 1990 and 1998) 


Plastics 
Iron & Steel 
Seats 


Misc. Base Metals >. 


Rubber Products 


in Plastics, Iron & Steel and Seats, as shown Machinery & Mechanical 


by the large trade balances. 


> Inall other products, Canada registered 
negative and growing trade balances in 


both 1990 and 1998. 


Electrical Components 
Instruments & Apparatus 
Asbestos 

Glass 

Carpets/Textile 


Paper, Cork & Leather _ 


Ryman [] 1990 
is Hi i998 


nl 
0.7 


0.9 


Source: Industry Canada compilations based on Statistics Canada Data 
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Canadian labour productivity 
exceeds the U.S. level... 


¢ In 1998, Canadian labour productivity in the 
automotive industry surpassed the U.S. level 
by 5%, compared to a productivity 
disadvantage of about 40% in 1986. 


...contributing to a huge cost 
advantage for Canada 


¢ The low value of the Canadian dollar, lower 
wages and salaries and higher productivity 
give Canada a huge cost advantage. 


¢ For instance, in 1996, Canadian wages in 
the motor vehicle industry were on average 
one-third lower than in the U.S. (measured 
in terms of purchasing power parities). 


Labour Productivity* in 
Automotive Assembly and Parts 


B= Us. = 100 105 


1986 1991 1998 
* Real GDP per hour, 1992 PPP 


Source: Stanford, Jim “A Success Story: Canadian Productivity 
Performance in Auto Assembly”, 2000. 


Canada-US Exchange Rate 
4.5 Cnd/US 


1.1 
1986 1988 1990 1992 1994 1996 1998 


Source: Statistics Canada 
Average Wages in Motor Vehicle Industry 
(Thousands US$/year*) 
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1986 1988 1990 1994 


* Converted using 1990 PPPs 
Source: Industry Canada compilations from OECD STAN Database 
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Team Canada Inc - Equipe Canada inc 


Highlights 


January was a banner month for Canada’s 
merchandise trade account. The trade 
surplus reached $4.5 billion — the largest 
monthly surplus in Canadian history. 


Export growth was strong in January, up 
4.0%, the largest one month increase in 
more than a year. In contrast, imports 
dipped 1.8%. 


Increases in exports to the U.S., up 4.4%, 
was at back of the strong trade 
performance. 


Canada’s trade surplus with the U.S., at 
$6.9 billion in January, was up 
significantly from December. The 
improvement was driven by a combination 
of strong auto exports to the U.S. and a 
decline in auto parts imports from the U.S. 


Commodity prices, buoyed by rising oil 
prices, increased 2.4% over December. 
Higher commodity prices in turn helped to 
raise export prices (up 1.4%) as well as 
import prices (up 1.5%). 


The Canadian dollar was largely 
unchanged, losing 0.1¢ during the month, 
but was still up 3.0¢ from the previous 
year. 


Paybo!rertions 


Key Monthly Trade Indicators 
(January 2000) 


Exports 
- Exports to U.S. 


Imports 


- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices** 
Import Prices** 


* Data in levels only. 
** Index (1992=100) 


7 Change over 


$ millions} previous | previous 


Source: Industry Canada compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Trade Team Canada — 1999, Year in Review 


Jennifer Brill, under the direction of Rick Cameron 


and Someshwar Rao. 
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Merchandise Trade 


: ! ! Exports 
Canada’s trade surplus reached a ! ! ! | 
record $4.5 billion in January Oe ! ! ! 
¢ January’s record trade surplus was = 25 | ! 
significantly higher than December’s Seen, i Exports 
$2.7 billion. 20 | } I to U.S. 
¢ Total merchandise exports reached an 15 ! ! ! ! ! 


all-time high of $33.2 billion, fueled largely 
by strong U.S. demand. 


1 
i} 
Balance 
i} 


» January marked the fourth month in a 
row in which exports rose. 


! 
| 
| 
! 
| 
! 
| 
| 


Itt 


Billions 


¢ Imports declined slightly in January to 
$28.6 billion. 


Commodity prices and the dollar 
have begun to stabilize 


100) 


¢ After fluctuating considerably over the past 
year, both commodity prices and the 
external value of the Canadian dollar 
changed little in December & January. 80 7 . | 
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Source: Statistics Canada, Bank of Canada 


Page 2 


¥ bbe habe 


he had aaa 


1 t(tnigll ALG grant ie 


ge eneh os * 
te oh wor 


4 Se aalbegeaang ie 


ualttied RACZ 


1 THbomme> 
a o¢pod ovad 


om 


libel wet rah 

vite Aye at mare 

“COV Lega 
iy! “any taal 


Automotive exports soared in 1999 


* Auto exports grew 23.1% or $17.5 billion in 1999. As a result, the Automotive trade surplus 
increased to $9.2 billion in 1999, up from only $1.1 billion in 1998. 


> Nearly 50% of the increase in Canada’s total merchandise exports in 1999 was as a result of 
increased Automotive exports. 


* Building Products also posted a significant improvement in its trade surplus, increasing nearly 
$900 million from $2.6 billion in 1998 to $3.5 billion in 1999. Exports outpaced imports by a 
significant margin (12.9% versus 9.0%). 


¢ In all other Team Canada Sectors, imports grew faster than exports in 1999. Furthermore, only 
three Team Canada Sectors managed to outpace Canada’s total merchandise growth in 1999: 
Automotive, Building Products and Environmental Products. 


Merchandise Trade, 
(Team Canada Sectors) 


Electrical Power Equipment 
Environmental Products 


* AMT - Advanced Manufacturing Technologies Source: Industry Canada compilations based on Statistics Canada Data 
** ICT- Information and Communication Technologies 
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The U.S. continues to be the most important market for Team Canada 
Sector exports 


¢ For all Team Canada Sectors, with the exception of Agri-food, the U.S. is the destination for more 
than three-quarters of exports. 


» This ranges from 77.6% for Aerospace & Defence to 97.5% for the Automotive Sector. 


¢ The European Union (E.U.) accounts for a significant portion of the more high-tech sector exports 
such as Aerospace & Defence (13.2%), ICT (7.4%) and AMT (7.3%). 


¢ Asia-Pacific is an important market for more resource-based exports such as Agri-food (16.1%) 
and Building Products (5.9%). 


¢ Latin America and Other destinations account for a very small share (about 5%) of Team Canada 
Sector exports, with the exception of Agri-food (16.8%). 


Trade Team Canada Sector Exports 
Share by Destination, 1999 


Asia atin b 
Pacific | America 


Automotive 

Building Products 

EPE 

Environmental Products 
Health 

ICT 


Source: Industry Canada compilations based on Statistics Canada Data 
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Canada’s U.S. deStined exports show the strongest growth 


¢ Merchandise exports to the U.S. grew 14.2% in 1999 while exports to all other destinations 
declined. 


¢ All Team Canada Sectors posted positive rates of export growth to the U.S., with 7 out of the 10 
Team Canada Sectors achieving gains in excess of 10%. 


¢ In comparison, Canadian exports to the E.U. were down. For Team Canada Sectors, the results 
were mixed, with half posting large negative rates of growth. However, Aerospace & Defence and 
ICT reported their highest rates of growth to the E.U., at 13.7% and 13.6%, respectively. 


¢ Team Canada Sector exports to Asia-Pacific performed poorly, with 6 out of 10 sectors declining. 
Although Automotive and EPE showed large positive gains, their growth was from an extremely 
small base. Only Building Products made any significant inroads to Asia-Pacific in 1999. 


¢ Exports of Team Canada Sectors to Latin America and all other destinations performed worse 
than exports to Asia-Pacific, only Health Products managing to achieve a positive rate of growth. 


Trade Team Canada Sector Exports 
Percentage Growth by pespnater: ects 


atin All 
ea America Destinations 


Building Products 


EPE 
Environmental Products 


Source: Industry Canada compilations based on Statistics Canada Data 
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Ontario dominates Team Canada Sector exports... 


* Ontario accounts for by far the majority of Team Canada Sector exports, with the largest share in 8 out 
of 10 sectors — ranging from 26.5% in Aerospace & Defence to 92.5% in the Automotive sector. 
Overall, Ontario accounts for more than 55% of Canada’s total merchandise exports. 


* Quebec has the largest share of Aerospace & Defence exports at 55.8% of the total. Quebec also 
accounts for more than a quarter of exports of ICT, Health Products and Building Products. 


¢ Team Canada Sector exports from the Prairie provinces are dominated by Agri-food, of which the 
Prairies account for nearly half of the Canadian total. 


¢ British Columbia has a disproportionately small portion of Team Canada Sector exports. Only 
Building Products show a double digit share. 


¢ The Atlantic provinces register a relatively small share of all Team Canada Sector exports. The only 
exception being Health Products with a 12.0% share. 


Trade Team Canada Sector Exports 
Share by Province, 1999 


fAtiantic [Quebec] Ontario[Prairies|_B.C._ 


AMT 
Automotive 
Building Products 


EPE 
Environmental Products 


Source: Industry Canada compilations based on Statistics Canada Data 
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-.-but it is the Prairie provinces that stand out in terms of rates of 
growth in 1999 


* Overall, the Prairie provinces posted export growth of 69.5% last year — the highest export 
growth rate of any region. The Prairies also registered the highest rates of growth in 9 out of 10 
Team Canada Sectors. 


* The Atlantic provinces also exhibited high rates of growth in many sectors, albeit from a very 
small base. 


* Quebec’s export performance was mixed. Nonetheless, two sectors — ICT and Health Products — 
stand out as having both high shares as well as high rates of growth. 


» Plastics and Aerospace & Defence were also notable, showing strong growth from a large 
base. 


¢ Team Canada Sector export growth from Ontario was generally poor, with only three sectors — 
Environmental Products, Automotive and Building Products — achieving double-digit rates of 
growth. 


Trade Team Canada Sector Exports 
Percentage Growth by Province, 1998-99 


fAtlantic|Quebec|Ontario[Prairies| B.C. [Canada 


Building Products 

EPE 

Environmental Products 
Health 


8.7 
12 


: 3.6 
[107] 7.7|_ 13.7] 69.5] 10.6] 11.2) 


Source: Industry Canada compilations based on Statistics Canada Data 
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In each region, exports are highly concentrated in a few Team Canada 
Sectors 


* Nearly 65% of Team Canada exports from Ontario are in the Automotive Sector. 


* Exports from Quebec are more diversified in high-tech sectors such as ICT (29.3%), Aerospace & 


Defence (23.3%) and Automotive Sector (13.9%). Building Products also makes a large 


contribution (14.4%). 


* Nearly 55% of Team Canada exports from the Prairies are confined to the Agri-food sector. 


¢ Similarly, British Columbia’s Team Canada Sector exports are dominated by just one sector — 


Building Products (44.9%). 


* Agri-food (26.1%), Automotive Sector (24.9%) and Building Products (20.1%) represent over 


70% of total Team Canada Sector exports from the Atlantic Provinces. 


¢ Team Canada Sectors accounted for 65.8% of Canada’s total merchandise exports in 1999, 


ranging from 31.1% in the Atlantic provinces to 78.1% in Ontario. 


Distribution of Trade Team Canada Sector 
Exports by Province, 1999 (Percent) 


23.3 2.6 9.5 3.7 6.7 


Automotive 
Building Products 

EPE 

Environmental Products 
Health 


are Oo 


4.2 4.3 4.1 4.2 
“eam Canada 


Source: Industry Canada compilations based on Statistics Canada Data 
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Team Canada Inc - Equipe Canada inc 


Highlights 


Although easing slightly in February, 
Canada’s trade performance remains very 
strong. 


The merchandise trade surplus dipped in 
February from a record high in January. 
The drop in the trade surplus with the U.S. 
(down $756 million) was entirely 
responsible for the overall decline (down 
$541 million). 


After rising for four consecutive months, 
Canada’s total merchandise exports 
declined in February. 


Imports were also down, but not to the 
same extent. 


Both exports to and imports from the U.S. 
declined by more than trade with other 
countries. 


Although commodity prices increased — 
moderately, the Canadian dollar remained 
fairly stable, down one-tenth of a U.S. 
cent. 


Key Monthly Trade Indicators 
(February 2000) 


7 Change over 
previous 


$ millions 


Exports 
- Exports to U.S. 


Imports 


- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices** 
Import Prices** 


* — Data in levels only. 
** Index (1992=100) 
Source: Industry Canada compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Canada’s Foreign Direct Investment 


Branch, 


Jennifer Brill, under the direction of Rick Cameron 
and Someshwar Rao. 
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Merchandise Trade 


35 
The trade surplus remains high 
30 
¢ While the trade surplus narrowed in - 
February, the posted $3.9 billion is still the & 25 
second largest surplus in nearly four years. a 
20 
¢ Reduced exports to the U.S. were the 
primary cause of the decline in the trade 
balance. - 
55 ; 
» Exports to a few select areas, such as the 
U.K. and other E.U. countries, increased 2 | 
in February, with exports to all of the = ll 
E.U. rising by more than 15% just in the e : | | hil 
past month | it 
. . . cai : ? | | 
Commodity prices continue to Bs ! ! ! | 
rise S ! Commodity 
es 110 | : : Prices; 
¢ Commodity prices rose 2.5% in February, = 100 | ! ! 
up nearly 30% from February of last year. : oh | ; | | : 
¢ Even so, the value of the Canadian dollar 80 7 ; ; 
vis-a-vis its U.S. counterpart remained Aa 
relatively unchanged, down by 0.1 of a U.S. 
cent. nasi 
Aa 
0.65 
0.6 ' 
1996 1997 1998 1999 2000 


Source: Statistics Canada, Bank of Canada 
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Five Team Canada Sectors report double-digit export growth in the 
first two months of the year 


* ICT recorded the highest growth in exports of any Team Canada Sector to start the year off — up 
29.4% in January and February over the same period a year ago. 


¢ A number of other sectors also attained double-digit export growth over the first two months of 
2000 — AMT (25.6%), Electric Power Equipment (20.1%), Plastics (19.6%), and Building 
Products (16.6%). 


¢ Modest export growth was recorded in Agri-Food, Automotive, Health Products, Environmental 
Products and Aerospace & Defence industries. 


e Aerospace & Defence reversed its trade balance, registering a trade surplus in the first two months 
of 2000 compared to a deficit for the same months last year. 


Merchandise Trade, 
(Team Canada Sectors) 


1999 YTD | 2000 YTD 1999 YTD | 2000 YTD 
Jan-Feb. Jan-Feb. Jan-Feb. | Jan-Feb. 


* AMT - Advanced Manufacturing Technologies Source: Industry Canada compilations based on Statistics Canada Data 


** ICT- Information and Communication Technologies 
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Growth of outward FDI stock 
slowed considerably in 1999 


¢ For the first time in more than a decade, 
inward foreign direct investment (FDI) 
stock grew faster than outward FDI. This 
was a result of a dramatic slowdown in the 
growth of outward FDI stock in 1999 rather 
than a pickup in the growth of inward FDI 
stock. 


Inward FDI stock has grown at a relatively 
steady pace between 1995 and 1999, 
averaging 9.3% annually. Outward FDI 
stock grew only 4.5% in 1999 after 
averaging 15.2% annually between 1995 
and 1998. 


> In 1998, Canada’s stock of outward 
FDI was 12% higher than the stock of 
inward FDI. This gap narrowed to 7% 
in 1999. 


The U.S. is still a net exporter of 
capital to Canada 


¢ The U'S. invests much more in Canada than 
we invest there. 


¢ After narrowing for the past few years, the 
gap between the stock of U.S. investment in 
Canada and the stock of Canadian 
investment in the U.S. began to widen again 
in 1999. 


Canada’s Total Inward and 
Outward FDI Stock 
$ Billions 
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Canada’s Inward and Outward 
FDI Stocks with the U.S. 
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The U.S. was the dominant source 
for FDI in Canada in 1999 


¢ Strong domestic economic performance 


was a key factor in the continued increase in 


1999 


Change in Inward FDI Stock by Country, 


% Share 


1995 1999 


U.S. foreign direct investment in Canada in U.S. ei Pi ee 


1999 (up 15.4%). 


>» The U.S. share of Canada’s total 
inward FDI stock increased from 
67.2% in 1995 to 72.2% in 1999. 


> Most of this additional FDI was in the 
form of cross-border mergers and 
acquisitions (M&A). 


¢ In contrast, the shares of Japan and the U.K. 


fell considerably. 


Most new FDI in 1999 was in 
the telecommunications 
equipment and communications 
industries 


¢ Three-quarters of new FDI into Canada 
in 1999 was in “Other Industries”, which 
includes the telecommunications 
equipment and communications 
industries. 


* Between 1995 and 1999, the share of 
Finance & Insurance increased by 3.6 
percentage points. The share of — 
Machinery & Transportation Equipment 
declined by a similar amount. 


E.U. ( 13.0 12.9 
All Other | 
Countries 7.3 6.3 
Japan Ai? ee 27: 
U.K. : 8.4 5.9 
5 0 5 100815. -20 25 
$ Billions 


Source: Statistics Canada 


Change in Inward FDI Stock by Industry, 


1999 
% Share 
1995 1999 

Other Industries PG 34.4 35.7 

Woods & Paper La 6.0 7.7 

Finance & Insurance a 17.3 20.9 
Energy & Metallic Minerals ! 17.3 16.3 
Services & Retailing i 10.1 8.1 
Machinery & Transport Equip'tfl 15.0 11.3 

- 0 5 10 15 20 
$ Billions 


Source: Statistics Canada 
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The majority of Canada’s 
outward direct investment 
continues to go to the U.S... 


¢ Despite the weakness in the Canadian 
dollar, Canadian direct investment in the 
U.S. increased 7.9% in 1999. 


>» Even so, the U.S. share of Canada’s 
total outward FDI stock remained 
more or less constant between 1995 
and 1999, averaging around 52%. 


¢ Canadian companies continued to invest in 
countries other than the U.S., E.U. and 
Japan in 1999. 


¢ There was actually disinvestment in 
the E.U. 


...and much of this was destined 
to Finance & Insurance 


¢ In 1999, more than two-thirds of Canadian 
outward FDI was in Finance and Insurance 
industries. 


¢ The share of Finance & Insurance increased 
from 30.3% in 1995 to 33.1% in 1999, 
largely due to a decline in the importance of 
Energy & Metallic Minerals. 


Change in Outward FDI Stock by Country, 


1999 
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All Other 
Countries a. 

Japan F 
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The vast majority of FDI in 
Canada is in majority owned 
subsidiaries.... 


¢ Nearly all FDI in Canada (88.3%) is in 
majority owned subsidiaries (greater than 
50% ownership by the foreign parent). 


* Only a very small proportion (6.9%) is in 
minority owned associates (less than 50%). 


...aS 1S Canadian outward FDI 


¢ The distribution of Canadian outward FDI 
by type of concern is almost identical to that 
of inward FDI. 
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Distribution of Inward FDI Stock 
by Type of Concern, 1999 


Subsidiaries 
88.3% 


Branches 


Associates 


Source: Statistics Canada 


Degree of Ownership 


Subsidiaries >50% 


Associates <50% 


Unincorporated 
enterprise 


Branches 


Distribution of Outward FDI Stock 
by Type of Concern, 1999 
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Source: Statistics Canada 
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Highlights 


%. The merchandise trade surplus remains 
high. March came in at $3.9 billion, up 
$0.4 billion from the previous month. 
March’s surplus with the U.S. rose 
$0.9 billion to $6.7 billion. 


%: Merchandise exports rose 4.5% in March, 
to $33.5 billion, led by increased exports to 
the U.S. The U.S. accounted for over 86% 
of Canada’s exports. 


%: Merchandise imports were also up, though 
not as much as exports. 


%. Despite a significant increase in 
commodity prices and a large 
improvement in the terms of trade (the 
ratio of export prices to import prices), the 
Canadian dollar remained unchanged at 
US 69.0 ¢. 


Key Monthly Trade Indicators 
(March 2000) 


7 Change over 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices** 
Import Prices** 


* — Data in levels only. 
** Index (1992=100) 
Source: Industry Canada compilations based on Statistics Canada data. 


This Month’s Feature Report: 


A Profile of Canadian Exporters 


ranch, Industry Cana 


da by Aaron Sydor and 


Jennifer Brill, under the direction of Rick Cameron 
and Someshwar Rao. 


* 


Team Canada Ine - Equipe Canada inc 


ordyilitglh olay eo bt 


nick roca eeu cg ene wo hageehe ~withiondytaia sit 
gu oot ¢ 0? te cbindan dove apt 
“Atsrace aazorwed ot) earth solid 6.0¢ 
ager tt tod abe poe a yeel 

: ‘pulti@ Vat ob eiltid G2 


i % H 

“i oh (OAS tee ate talbasdeyy ly 

Y ahiosben Dagar nh et wd cali CLES. a 
aa ge elt epernode Abort LT eet 
| abies: 2 alana) Vi 

oy: envie ony ort ibaa 

ioe es ‘Sy 7 OU Ee 208 

“ieee Seen ihe ewndeit yl 

‘& eetg “Rheeray 
Ty be ape agit GS eomovete int 
1h 5) 2 yay Toren Fe Othe 
¥ ’ te ss » { ? i ) i) e. , 
9. Si 

if 
ee stich pattie 


Oe Rea 
i 


ha ae Keowee 
shay ee Die flac tf PRO a 
‘ i if 
Pp Pha | erry 
nw jit ' 
‘ A cpnete enstt ill asd eg. 


iv 


4 
‘ 
. 
eet 
¢ 


The trade surplus remains high 


* March’s trade surplus of $3.9 billion is the 
fourth largest in the last four years. 


¢ Surging exports to the U.S. and to Other 
OECD countries (excluding the E.U. and 
Japan) and increases in commodity prices 
largely contributed to the widening of the 
trade surplus. 


» The impact of these two strong factors 
on the trade balance was partially offset 
by increased imports from all other 
countries, especially from the E.U. 


Commodity prices continue to 
rise 


* Commodity prices rose 0.5% in March and 
were up 27% from March of last year. 


¢ The value of the Canadian dollar relative to 
the U.S. dollar was unchanged over the 
month (up less than 1/100 of a US cent). 


Page 2 


Billions 


Billions 


100) 


Index (1992 


35 


30 


25 


—_ 
N 
i—) 


— 
— 
i—) 


1996 


1997 


Exports 


Exports 
to U.S. 


Balance 
! 


| 
| 
| 
! 
| 
| 
1 
| 


dul 


| 
Commodity 
Prices! 


1998 1999 2000 


Source: Statistics Canada, Bank of Canada 


ito tie! ‘ 


vile vat. hy 
marseaie Ae 


shan soandy ih 
Mviling ; ; ‘ ui ¥ 6 


¥ - dd eal 


Bg. rte El 17 ea) Gviulemes Neat wh 
" Plea ee | ra ee ie aad a 
or Ls | TAS iy, air b hi . 
; , ou . ¥ . ge Re D [at ‘ley on | pdt 2, ert of res 
“type laa OE elt pe aloe ani 9, 


obey valhiocarccon oof cto be 
Ai ¥' ha isa pnt 7 bia behead (sarees 4 
vane shiva: 


enna ivi wel Wi a a4 
sain ee dmg: guy wz gel aia aD pa 


be ee ee ea hue eaten x ae Wrote tage beara 8 | 
Pi x fe 7 es ne ‘i hy ane, ‘ iy 4 " }, A why my A 0 gee gu . 


loslandl , 


Meet ere 

om phon viay ts hat c itbom pad 

peal oer 

suey) (ay wh) ee yh! ey, i) ea ea'yd'®) , YiBemeano « Zz 
7 eae Gat Ta sarah sna 0th an sow" 


wien nite’ calbenn'? sara alga tS 


utd ‘iets Lye lle dew whol ct Sy 
(jee ‘Ye ho Oy) qt) seul quplinoare 
' 


oF a] | 


Six of ten Team Canada Sectors registered double digit export growth 


* ICT exports continue to be the highlight of Team Canada export successes — increasing over 31% 
in the first quarter of 2000 relative to the year previous. 


* A number of other sectors also attained double-digit export growth in the quarter — Electric 
), Building Products 


Power Equipment (22.9%), Aerospace & Defence (19.8%), AMT (18.1% 


(17.6%), and Plastics (17.2%). 


* Three of the Team Canada Sectors reported relatively poor export growth in the first quarter — 
Agri-Food, Environmental Products, and Automotive — with levels up 4 to 7 per cent from the 


first quarter of 1999. 


* Exports of Health Products remained fairly constant thus far this year — up only 0.6% over last 


year’s first quarter levels. 


Merchandise Trade, 
(Team Canada Sectors) 


Balance 


Millions Growth Millions Millions 
2000 YTD | 1999- | 1999 YTD | 2000 YTD 
ier Jan-Mar. | 2000 | Jan-Mar. | Jan-Mar. a sega 
Aerospace & Defence 3235 3.875) 19.8% 3,301 2,985 -9.6%| -67 891 
Agri-Food 5,168 5,392 4.3% 3,880 4,094 5.5% 1,288 1,299 
AMT* 832 983 18.1% 916 1,151 25.7% -83 -168 
Automotive 24,196 25,758 6.5% 21,388 22,839 6.8% 2,808 2,919 
Building Products 11,778 13,847 17.6% 10,261 11,241 9.6%| 1,518 2,607 
Electrical Power Equipment 1,402 1,724) 22.9% 2,488 2,890} 16.2% -1,085 -1,166 
Environmental Products 216 228} 5.9% 369 472} 27.8%) -154 -244 
Health Products 881 886 0.6% RUC 1,740 co -841 -854 
ict 6,106 8,019] 31.3%] 12,201 13,939] 14.2%] —_-6,095 -5,920 
Plastics 1,907} 2,234| 17.2% 1,828 2,061 2 Oe 79} 173 
85,044.2| _97,785.5| 15.0%] _72,532.9| 77,2684] 6.5%] 12,511.3]__20,517.0 


m AMT - Advanced Manufacturing Technologies : 
** ICT - Information and Communication Technologies 


Source: Industry Canada compilations based on Statistics Canada Data 


erry 
' 


The RD: PED 


win onl Par auth ay, 


) Sones 


A Ln ie 
tie DeLay ay 


ated ab riiaiea’s 
te 19rd 


iy Hideyl dtr ae 


Hemi Den iaiten ale weenie ity Yo sce, 
ret] ) Sinaia yee 


Co) erenipd tat 
el CV i pepinert eine alia Tf} 
aee abate) 6 shia wht le sod 
wins 12 cranny aed 2 en 1 Aa 
fice} | ay raid few 


af oho dest Ve enceka 
ho Walaa WT 2 


rT] 
a » 


migieet theree) teed 


OFA, on 
(Pen? oe 
Sigs rabuny? 


tchetepla Eyer teh penn: mes wtouan an > ana aon aie 
ae * 
Bevit eel a 


Canada's export §mmunity 
is dominated by many small 
exporters... 


¢ As of 1997, there were over 
30 thousand establishments in Canada 
exporting internationally. Nearly 
21 thousand of these (68%) export less 
than $1 million annually. 


* Meanwhile, there were just over 
1 thousand establishments exporting 
more than $25 million annually, 
accounting for only 4.3% of all 
exporting plants. 


* Nevertheless, large exporters account 
for a greater proportion of the total 
number of exporters than they did in 
1993, 


> For example, in 1997, 
establishments exporting 
$5 million or more accounted for 
14% of exporters, up from 11% in 
1993. Establishments exporting 
less than $100 thousand in exports 
fell from 31% to 26% over the 
same period. 


...but small exporters 
account for only a tiny 
fraction of Canada’s total 


exports 
* Establishments exporting less than 
$1 million annually made made up less 
than 2% of Canada’s total exports while 
plants exporting more than $25 million 
accounted for more than 81%. 
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Number of Exporters by 
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The Majority of Canadian 
exporters concentrate on just 
the U.S. market 


* In 1997, 60.0% of Canadian exporters (or 
18 thousand establishments) exported 
only into U.S. markets, compared with 
66.2% in 1993. 


© Incontrast, 14.2% of establishments 

(4 thousand establishments) exported 
only to non-U.S. markets. The remaining 
25.8% (8 thousand) exported to both U.S. 
and non-U.S. markets in 1997. 


Distribution of Exporters by Destination 


U.S. Onl 


1993 


1997 


Both U.S. 
U.S. Only ee ere 


& Non-U.S. 
Non-U.S. 


Only 
: Both U.S. 
Non-U.S. & Non-U.S. 
Only 


Distribution of Canadian Exporters to the U.S. 


Canada’s trade links with all 
U.S. regions is strengthening 


¢ The presence of Canadian exports in 
all regional U.S. markets is growing. 


> For example, of those plants 
exporting to the U.S. in 1997, 
50.5% exported to the U.S. 
West, up from 45.5% in 1993. 


ef 


West b 
1997: 50.5% 
1993: 45.5% _ 


Present in Each Regional U.S. Market 


oe a A\ 
Eastern 
Seaboard 


1997: 71.2% 
1993: roan 


Industrial 
Heartland 


1997: 59.6% : 
1993: nae 


| Mid-West 
1997: 53.9% 
-j| 1993: 48.2% ™ fr 


Southeast | 


1997: 50.8% 
1993: ean Mh 


Page 5 


2 rae 


TH, . 


ee me 
*; v4 ne 


dnibanwd¥o vinole 


a: ‘tani cto shepeaanes eunonrs | 
a aM tobe wa nt 
rie ais 4! / wieiraey -» reeled ke kOe wee! al 
i i ANN Oe writ a singieliduths Lratienréeld ad 
me. ) WEG & i Wi apie won LU wme'¢g 
Nine f al ot 
Se ia “sy Ve oe WP Jreninteail 9 
becsywnnfrg {ejroegetedldiaey Lirasursill ) 
) ti Re 
\. ah) ioe. it avs congas (Pacmag A 
i a etd tah aby iia; LAs ivtins iow 
as f hes ‘ c | : . 
| 
; art’ 
din col oe ef eabana 
baal ite pri tee As ecictoay All } 
| . | | 
’ . gree e pe ae it croemen (einer) ia sei at 2 
iy ry nu rN hax why aoe: | aa ifn 
i i ir a : emai lett tienes dat | 
ou! , we om D | Mey | ae uA) xi Sai! 
ME “hae Qi) ) ol Oi eres 
. ‘Ses et 
wm 
s q . / 
i | 
1 
' : 7 w 


a ES Rubber Products 

Average establishment size of Plastic Products 
e ° Leather & Allied Products 
Canadian exporters varies panty tines 
greatly across industries... eer ste 
othing 

* The average size of export plants in the cate te se 
manufacturing sector is largest in Paper Allied Products 
Resource-based industries and Printing, Publishing & Allied 
Transportation Equipment where Primary Metal 
economies of scale would be expected to Fabricated Metal/Products 


Average Size of Exporter in Manufacturing, 1997 


Food 
Beverage & Tobacco 


Machinery 
Transportation Equipment 
Electrical & Electronic Products 


be most important. 


, Transportation Equipment, Primary Non-metallic Mineral Products 
Metal, Refined Petroleum & Coal Refined Petroleum & Coal Products 
Products and Paper & Allied Chemical & Chemical Products 
Products all show a relatively high Oe eee 
average value of exports, above $35 


million per year per exporter. 


ye 


= op 


NO 
fo) 


40 60 80 
$ Millions per Exporter 


Percent Change in Average Size of 
Exporters in Manufacturing, 1993-1997 


...but it increased in nearly ae es 
" ; Beverage & Tobacco 
all industries Rubber Products md } 
Plastic Products Ree 
The average size of exporters increased Leather’ Allied Product a 
considerably in all manufacturing Primary Textiles aay 
industries over 1993-1997, except Textile ii: eae) 
Beverage & Tobacco and Leather & ee ee | 
Allied Products. Furniture and Fixture eee | 
Paper & Allied Products ]] 
>» In Electrical/Electronics, Clothing Printing, Publishing & Allied es | 
and Primary Textiles, the value of Primary Metal Ee] 
exports increased more than twice as Fabricated ee Eze] 
fast as the number of exporters. ade tae ae po 
Electrical & Electronic Products EEF ee] 
Non-metallic Mineral Products eee | 
Refined Petroleum & Coal Products 
Chemical & Chemical Products Ee] 
Other Manufacturing Ea 
-50 0 50 100 150 
Page 6 Percent 
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The provincial distribution of 
both the number of exporters 
and the value of exports are 
highly correlated 


¢ To illustrate, Ontario accounts for 47% 
of exporters and 51% of exports. 


The average size of exporters 
is increasing in all provinces, 
except B.C. 


¢ The Prairie provinces have the highest 
average value of exports per exporter, 
at more than $13 million annually. 


¢ B.C. had the lowest average value of 
exports per exporter in 1997. 
Moreover, unlike other provinces, the 
average value has declined since 1993. 


exports annually have been excluded. 


Note: All data in this special report is obtained from the Exporter Registry, released March 22, 2000 by Statistics Canada. 
The basic unit for an exporter is the establishment rather than the firm or company. A typical establishment is a plant, 
warehouse or mine. Re-exports, special transactions ( HS chapter 99) and establishments with less than $30,000 in 


Provincial Distribution of Exporters 
by Number and Value, 1997 


Thousands Billions $ 

16 NUMBOr GE Value of 160 

14 Exporters Exports 140 
(LHS) (RHS) 

2 7 120 

10 »~ 100 
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Atlantic Quebec Ontario Prairies 


Average Size of Exporter By Province 


Millions $ per Exporter 
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Highlights 


: Trade numbers softened across the board 


in April. Exports and imports were both 
down, by 3.0% and 0.3%, respectively, 
and the trade balance narrowed by more 
than a fifth. 


: Similar results were reported for trade 


with the U.S.; exports, imports and the 
merchandise trade balance were all down 
from the previous month. 


/ Export prices remained relatively 


unchanged in April, increasing by 0.7%. 
Import prices rose more substantially, up 
by 4.1%. 


: The dollar weakened in April, down 2.0% 


or 1.4US¢. A significant fall in commodity 
prices (down 3.0%) was a contributing 
factor. 


veers tT 


Key Monthly Trade Indicators 
(April 2000) 


7 Change over 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices** 
Import Prices** 


* Data in levels only. 
** Index (1992=100) 
Source: Industry Canada compilations based on Statistics Canada data. 
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This Month’s Feature Report: 
Canadian Trade by Manufacturing 
High-Technology Industries 
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at historically high levels 


¢ The trade account can experience, at times, 


large month-to-month movements. 


* Exports in April were somewhat lower than 


in March. Even so, they were still well 
above those in February. 


* The trade surplus, although narrower than in 
March, is also at a historically high level. 


Commodity prices declined for 


the first time since October of last 


year 


* Commodity prices fell by 3.0% in April. 


This is the first drop since October of last 
year and the largest one month decline since 


the summer of 1998. 


¢ The Canadian dollar also weakened in 


April, loosing 2.0% of its value or 1.4US¢ 


relative to the U.S. dollar. 


Exports, although down, are still 
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Electrical Power Equipment 
Environmental Products 


However, for the first 4 months of the year, export growth outpaced 
import growth in 6 out of ten Team Canada Sectors 


* Exports of the most knowledge-intensive sectors, such as ICT, AMT, and Electric Power 
Equipment have been buoyed by strong economic performance in Europe. 


* Although export growth (32.5%) has greatly outpaced import growth (13.2%) and the balance of 
trade has improved greatly, the trade deficit in ICTs still outweighs the surplus of all other Team 
Canada Sectors. 


* Three of the four sectors in which import growth outpaced export growth are also the three 
smallest Team Canada Sectors. 


> The fourth, however, is Automotive — the single largest Team Canada Sector. 


Merchandise Trade, 
(Team Canada Sectors) 


Millions 
1999 YTD | 2000 YTD 
Jan-Apr. 


Health Products 


94 259 


| 114,888.5) 10.4%] 9,598.1] 15,313.4] 


Source: Industry Canada compilations based on Statistics Canada Data 


Total Merchandise Exports | 113,621.6| 


AMT - Advanced Manufacturing Technologies 
ICT - Information and Communication Technologies 
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High-Technology Industries 


The OECD identifies the following industries as the manufacturing high-technology sector: 


e 


Aircraft & Parts; 

Communications Equipment; 
Office, Store and Business Machines (Computers); and, 
Pharmaceuticals. 


High-technology trade has 
more than tripled over the past 
decade... 


¢ Canadian trade by high-technology 
industries grew substantially over the 
period 1988-1999. 


> 


Exports grew from $9 billion to 
close to $35 billion — an average 
annual rate of 12.6%, compared to 
8.8% for all merchandise exports. 


Imports grew from $17 billion to 
$54 billion — an average annual rate 
of 10.5%, compared to 8.5% for all 
merchandise imports. 


As a result, the trade deficit in 
manufacturing high-technology 
industries more than doubled, from 
$8 billion to $19 billion 


Canadian Trade in High- 
Technology Industries 


$ Billions 
60 

imports 
50 
40 
ie Exports 
20 Trade Deficit 
‘ Be scooc 
Ja 


1988 89 90 91 92 93 94 95 96 97 98 99 


Source: Statistics Canada 


This special report was prepared in collaboration with Can D. Le and Vanessa Chang of the 


Innovation Policy Branch, Industry Canada. 
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...Increasing in importance in 
Canada’s overall merchandise 
trade 


* The share of high-technology products 
in total merchandise exports increased 
from 6.5% in 1988 to 9.8% in 1999. 


* The share of high-technology imports 


also increased, from 13.5% in 1988 to 
16.7% in 1999. 


The importance of 


Communications Equipment in 


Canada’s exports has 
increased dramatically... 


¢ Communications Equipment increased 
its share of high-technology exports 
from 34.3% in 1988 to 45.5% in 1999. 


>» Pharmaceuticals also increased its 
share, rising from 2.1% to 4.7%. 


* In contrast, the share of Computers 
declined substantially while that of 
Aircraft & Parts remained more or less 
unchanged. 


Share of High-Technology Industries 
in Total Canadian Merchandise Trade 


Percent 


a Imports 


Exports 


10 


1988 1994 1999 


Source: Statistics Canada 


Industrial Composition of 
High-Technology Exports 


1988 


Aircraft 
& Parts 


1999 


Phagmace cals Communications Eqmt 


Computers 
Aircraft 


& Parts 


Pharmaceuticals® 


Source: Statistics Canada Communications Eqmt 
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Balance of Trade in 


...but, the trade deficit in High-Technology Industries 


Communications Equipment 


‘ ; $ Billions 
has increased considerably 2 1988 =: 1999 
y 
* At $11.5 billion, the trade deficit in v 
Communications Equipment far -2 


outweighs that of all other manufacturing 
high-technology trade — accounting for a 
almost two-thirds of the high-technology 6 
trade deficit. 


-8 
* Aircraft & Parts on the other hand, has A 
consistently posted a trade surplus, albeit 
small, since 1989. -12 
Aircraft Computers 
& Parts Communications Pharmaceuticals 
Eqmt 


Source: Statistics Canada 


Distribution of High-Technology 

Exports by Country/Region 
More than four-fifths of eee 
manufacturing high-technology us. 
exports go to the U.S. 


* In 1999, 81.2% of high-technology 
manufacturing exports were destined for 
the U.S., compared to only 71% in 1988. 


¢ The shares of all non-U.S. destinations 


have declined considerably — particularly Asia-Pacific 
the E.U., which saw its share halved. 


Source: Statistics Canada 


Asia-Pacific 
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Distribution of High-Technology 
Imports by Country/Region 


1988; = oe 
The U.S. share of = 


Canada’s high-technology 
imports is falling 


* In contrast to exports, the U.S. 
share of Canadian high- 
technology imports has declined 


— from 60.4% in 1988 to 51.4% : Japan 
in 1999. Asia-Pacific 


ROW 
1999 


U.S. 


EU: 


* The shares of E.U. and Japan also 
fell, while the share of Asia- 
Pacific and the rest of the world 
(ROW) increased significantly. 


ROW 


Asia-Pacific 


Japan 
Source: Statistics Canada E.U. 


Canada now has a high- Canada's High-Technology Trade Balance 


technologies trade surplus with $ Billions 
the U.S. ‘ 


¢ Canada’s trade deficit with the U.S. in 
high-technology products has steadily 
been shrinking, and in 1999, for the first 
time, crossed into surplus. 


¢ At the same time, our trade deficit with a 
Asia-Pacific has been increasing. In 
1999 the deficit stood at $7.4 billion. yh 
2 Asia-Pacific 
>» The growth in the deficit may be 
attributed to U.S. firms shifting S 
production to Asia-Pacific. 1988 89 90 91 92 93 94 95 96 97 98 99 


Source: Statistics Canada 
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Highlights 


The overall trade balance was up 
considerably in May, increasing by 
$791 million. 


Export growth was generally strong, rising 
4.6%. Imports did not perform as well, 
gaining only 2.4%. 


Canada’s trade surplus with the U.S. hit 
an all-time high of $7.5 billion in May, led 
by strong export growth of 4.3%. Imports 
remained almost unchanged. 


Export, import and commodity prices 
changed little in May. 


The Canadian dollar softened in May, 
loosing eight-tenths of a cent U.S. 


This Month’s Fe 


Key Monthly Trade Indicators 
(May 2000) 


Exports 
- Exports to U.S. 


Imports 


- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices** 
Import Prices** 


* Data in levels only. 
** Index (1992=100) 


7. C ange over 


previous | previous 
year 


30,550 
22,143 


3,748 
7,467 6,381 


110.5 


66.8 


118.6 
112.8 


Source: Industry Canada compilations based on Statistics Canada data. 
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Trade Liberalization and Productivity 
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The trade balance increased 
considerably, bolstered by a 
record surplus with the U.S. 


* Exports to the U.S. increased by 4.6% in 
May while imports rose only 0.6%. The 
trade surplus with the U.S. reached a record 
$7.5 billion. 


The trade balance with all other major 
regions remained in deficit. A large increase 
in the trade deficit with the Asia-Pacific 
region (excluding Japan) somewhat offset 
the impact of the huge increase in the trade 
surplus with the U.S. on the overall trade 
balance. 


The Canadian dollar continues to 
ease back 


¢ The Canadian dollar fell for the second 
month in a row in May and was down 
2 1/2US¢ from its peak of 69.3US¢ at the 
end of 1999. 


* This was despite stronger commodity 
prices. Although not changing significantly 
in May, prices were still close to their peak 
level in March 2000. 
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International trade increased 
dramatically since the FTA 


* Growth of Canadian exports and imports 
increased dramatically over the 1990-1999 
period, following the implementation of the 
Canada-U.S. Free Trade Agreement (F TA) 
in 1989 and NAFTA in 1994. 


> The share of exports in GDP increased 
from 25.7% to 43.2% between 1990 
and 1999. Similarly, the share of 
imports rose from 25.7% to 40.3%. 


* In comparison, in the decade leading up to 
the FTA, exports and imports as a share of 
gross domestic product were virtually 
unchanged. 


Manufacturing share of exports 
and imports increased 


* Despite sharp increases in international 
trade in services, the manufacturing sector 
is the only one of the three broad sectors to 
increase its trade share between 1990 and 
1999, 


¢ Services accounted for a fairly stable share 
of exports. The share of the primary sector, 
on the other hand, declined during this 
period. 


Manufacturing 


Exports and Imports as a Share of GDP 


Percent 


50 


40 
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Source: Statistics Canada 
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Distribution of Exports and 
Imports by Major Sector 
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Since the FTA, the export sector 
had relatively faster labour 
productivity growth... 


* The labour productivity level gap between 
the export and non-export sectors increased 
during the 1980-1995 period, particularly 
after the implementation of the FTA.* This 
could be due to increased product 
specialization in the export sector. 


* In 1995, labour productivity was 80 % 
higher in the export sector than in the 
non-export sector, compared to only about a 
40% advantage in 1980. 


..and it caught up to the 
non-export sector in terms of 
capital productivity 
* Similarly, capital productivity increased 
much faster in the export sector than in the 


non-export sector during the 1980-1995 
period. 


¢ In 1995, the capital productivity of the 


export sector was slightly higher than that of 


the non-export sector, compared to a nearly 
30% deficit in 1980. 


The export sector is defined as industries 
either directly or directly involved in the 
production of exports. The non-export sector 
are those industries neither directly nor 
indirectly involved in the production of exports. 


Labour Productivity* Advantage in 
Export Relative to Non-Export Sectors 


Percent 
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80 
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* Gross output in 1992 dollar per hour worked. 
Source: Statistics Canada 


Capital Productivity* Advantage in 
Export Relative to Non-Export Sectors 


Percent 
0 EAS 
-20 
si 1980 1985 1990 1995 


* Ratio of gross output in 1992 dollars to net capital stock in 1992 dollars. 
Source: Statistics Canada 
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The faster labour productivity 
growth in the export sector was 
not due to faster growth in capital 
intensity... 


¢ In comparison to the total business sector, 
exports and imports were both more capital 
intensive (amount of capital per unit of 
labour) during the 1980-1995 period. 
However, the gap in capital intensity 
declined over the period. 


...and not because of faster 
growth in skill intensity... 


¢ There is no evidence that the composition 
of exports shifted towards industries with 
more skilled workers. 


> The share of skilled workers in the 
export sector increased at a rate 
similar to the total business sector 
over the 1980 to 1995 period. 


..-but, to other factors 


* These trends imply that faster growth in 
labour productivity in the export sector 
was due to faster improvements in the 
efficiency of capital and labour inputs 
due to increased product specialization, 
scale economies, and better allocation 
and utilization of productive inputs. 


Capital/Labor Ratio* in 
Exports and Imports 


pple: 

160 Exports 
140 

120 Import 


Business Sector = 100 


1985 1990 


* Net capital stock in 1992 dollars per hour worked. 
Source: Statistics Canada 
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The Share of Skilled Workers* 


in Hours Worked 


Percent 
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* Workers with a minimum of post-secondary education 
Source: Statistics Canada 
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Nominal Worker Income in the Export 
and Non-Export Sectors 


The export sector paid increasingly 


higher wages to workers in the $ per hour 
post-FTA period... i. 
17 Exports 


* In comparison to the non-export sector, the 
export sector had faster growth in worker 15 
income, particularly after 1990. 13 


>» Hourly wage rates were 35% higher in 11 Non-Exports 
the export sector than in the non-export 9 
sector in 1995, compared to only 23% 
higher in 1980. 7 
5 
1980 1985 1990 1995 
...and realized greater returns on Source: Statistics Canada 
investment than the non-export aria een Me 
sector by 1995 ominai Capital income in the xport 
and Non-Export Sectors 
¢ During the 1980s, return on investment was Index 
similar in both the export and non-export 2 
sectors. Exports* 
¢ However, following trade liberalization, 15 
return on investment grew significantly 
faster in the export sector. Non-Exports 
1 
> By 1995, return on investment was 20% 
higher than in the non-export sector. 
1980 1985 1990 1995 


* 1980=1 for the export sector. 
Source: Statistics Canada 


This special report was prepared in collaboration with Wulong Gu and Lori Whewell of the 
Micro-Economic Policy Analysis Branch, Industry Canada and is based on the paper "Trade 
Liberalization, Patterns of Trade and Productivity" by Wulong Gu and Lori Whewell, May 2000. 
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Highlights 


Stable exports and falling imports 
combined to boost the trade surplus by 
$236 million in September. 


, Exports to the U.S. grew moderately, 


rising 0.6%, while imports from the U.S. 
dipped 0.7%. As a result, Canada’s trade 
surplus with the U.S. widened by $400 
million to reach $7.8 billion. 


: Commodity prices were up sharply in 


September. However, both export and 
import prices were unaffected by this turn 
of events, actually falling 0.2% over the 
month. 


+The Canadian dollar lost more than 2% of 


its value against the U.S. dollar in 
September, falling by almost a cent and a 
half U.S. 


Key Monthly Trade Indicators 
(September 2000) 


o Change over 
previous | previous 


Exports 
- Exports to U.S. 


|Imports 


- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices** 
Import Prices** 


* — Data in levels only. 
** Index (1992=100) 
Source: Industry Canada compilations based on Statistics Canada data. 


This Month’s Feature Report: 
The Changing Nature of Atlantic Canada’s Trade 


Current analysis done by Rick Cameron of 


Someshwar Rao. 


the Trade and Economic Analysis Division, DFAIT under the direction of John M. Curtis. 
Feature report prepared by Aaron Sydor of the Micro-Economic Policy Analysis Branch, Industry Canada under the direction of 


Department of Foreign Affairs 
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The trade surplus remains high 


¢ September’s trade surplus is the fourth 
largest over the past five years, largely due 
to the $7.8 billion surplus with the U.S. 
recorded over the month. 


Billions 


¢ The trade balance with all other major 
regions remains in deficit. Our deficit with Balaned 
Japan narrowed by $66 million in 5 . 
September, while that with the European 
Union widened a further $10 million. 


el ee 


Billions 


The Canadian dollar stumbles 


100) 


¢ The Canadian dollar fell to its lowest level 
of the year, losing almost 1.5US¢ in value 
over September. Nonetheless, at 66.5US¢ 
in September, it is still much higher than its 
low of 63.8US¢ recorded in August 1998. 


Index (1982-90 


* Falling export prices and the strength of the 
U.S. dollar vis-a-vis all other currencies 
have not helped our currency’s 
performance. 


0.65 


0.6 - 


1996 1997 1998 1999 2000 
Source: Statistics Canada, Bank of Canada 
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The Atlantic Provinces are 


Ratio of Real Exports to GDP Percent 


‘ : Change, 
exporting more of their 1990-199 
output internationally, but P.E.I. a 104.7 
the export gap with therest ja PEL os pre 
of Canada is widening eres <——— 1999 aru 

New 
¢ The export orientation (ratio of prunaice a 39.1 
exports to GDP) of all the Atlantic 
significantly in the 1990s. 
* But, their export orientation is 
significantly lower than the rest of 
Canada and the gap has widened in Canada a 68.3 
all the Atlantic provinces, save 
ide 8 6 0 10 20 30 40 50 
Percent 
e The Atlantic provinces appear to be Source: Industry Canada compilations based on Statistics Canada data. 
converging among themselves in p 
their export to GDP ratio. Ratio of Real Imports to GDP ‘ercent 
Change, 
1990-1999 
° Nova 
The same is also true for cee ae 45.2 
imports, with the exception =, aah Be 
of P.E.I. Brunswick 1999 
¢ The Atlantic provinces also import Nfld — 51.9 
less as a share of GDP (with the 
exception of P.E.I.) compared to the 
rest of Canada. However, the import 
gap is significantly smaller than the ee — 54.6 
export gap. | 
0 20 40 60 80 100 120 
Percent 


Source: Industry Canada compilations based on Statistics Canada data. 
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On the other hand4ghe “Atlantic 


provinces engage in much more Ratio of Inter-Provincial Trade 
inter-provincial trade than does to International Trade 
the rest of Canada... beh ONZ AY 
¢ The ratio of inter-provincial exports to 140 wa 
international exports is twice as high in 420 
the Atlantic Provinces as the national 
average. “ va 
80 : 
¢ Nova Scotia has the highest ratio 
‘ oor 60 
of inter-provincial exports to 
international exports, with 40 
approximately $1 in trade with 20 
other provinces for every $1 : 
traded internationally — double 0 


Canada 


the national average. 


Source: Industry Canada compilations based on Statistics Canada data. 


¢ Like the rest of Canada, the Atlantic 
Provinces have experienced a decline in 
the relative importance of inter- 
provincial trade in the 1990s. 


Share of Exports Going to the U.S. 
...and less of Atlantic Canada’s woo Pore 
international exports are 
destined to the U.S. : 


* Nearly 87% of Canada’s exports go to the A vi 
U.S. compared to a little over 78% for 60 
Atlantic Canada. But Atlantic Canada’s 
trade linkages with the U.S. have also ‘ 
strengthened in the 1990s. 
* Newfoundland is the only province 20 
in Canada that has seen a decrease 
in export-reliance on the U.S. 


1990 1999 


(=) 


oO 


oO 


market. This is largely due toa ea ees ie aaa ee 

greater share of oil exports going to i * 

E Source: Industry Canada compilations based on Statistics Canada data. 
urope. 
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Atlantic Canada's Export Share by State 
Atlantic Canada’s exports to 


the U.S. are highly 
concentrated in the East... 


¢ Only two states in the Southwestern 
US. - Texas and California - account 
for any significant portion of Atlantic 
Canada’s exports (greater than 1%). 


Percent 


3 ; : m >5% 
That is largely due to their sheer size. 
ae mi%-5% 
¢ In fact, five sates account for more m@ <1% 


than 50% of Atlantic Canada’s exports g 
to the U.S. 


Src 
oe 
ew iaso ae 


Source: Industry Canada compilations based on Statistics Canada data. 


...but export growth is 
fastest in the South and 
West 


¢ Atlantic Canada’s exports to the U.S. 
are beginning to diversify as the South 
and West are demonstrating 
particularly strong growth. 


% per year 
ME 25% ME o- 10% 


MH 10-25% <0% 


Source: Industry Canada compilations based on Statistics Canada data. 
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The exports of all the Atlantic Provinces are becoming more 
diversified within the U.S. 


* Exports of all the Atlantic Provinces are highly concentrated, with only five states accounting 
for more than 50% of exports in each province and as high as 70% in Newfoundland. 


¢ In all four Atlantic Provinces, however, there has also been a significant reduction in the 
average share of the top-5 U.S. states. 


New Brunswick Nova Scotia 


Top-5 U.S. Destinations Top-5 U.S. Destinations 
for Exports for Exports 


are, ange, 


Massachusetts 


Massachusetts 


Texas 
New York 


Pees oO 


Georgia — 
New York 
Pennsylvania — 


Pek - Newfoundland 
Top-5 U.S. Destinations Top-5 U.S. Destinations 
for Exports for Exports 
are, ange, 
et | set | ean | 


ex 
Virginia 
Pennsylvania 


New Jersey — 
Florida 
Pennsylvania 


Source: Industry Canada compilations based on Statistics Canada data. 


Page 6 


ed a oie ah 

| | ae aif 
stast soa od wantvor oinmalt ad ita Tar aioe ne i 

: Di ager ry CAF oh suisktive be 


nro} Per SH Bs ri) " yy dtlvg v vei) Pies wy ney, Hig + ie oY) ) See Ay ei ete a. Li 
bot isha ik fi FO) i 2h oe sadiprehs Weete' ei ayn °y seid iiiia r sworn wat hy, 
rar 
psf Py er eaeob ig) @ ned cele aah vpiiele sanoesnestah bey: Ag i steals 11 Hk . 
ie ot sere hil gerewe 


_ 


_ i 
' 
e . . 6 a tM 
) 1. ie ch A>iwarnnt welt, 
» sa yt Ded arrolte. riba a, a7. J 4 “er 
PY 4 ey ; ADL Yel ¥ ; ; 
; mr i i alates | seas JBN ioe a = : 
re he 3 E | BT ach id WOG ; 
+. ea b ~ | Pe | ite 4 
Paine omaaaay ae SA FR NOLES PEA! 
; ener Ped Soe Sea eee 
aa 5 ye ae deuet) “ 
y ME 5 ( a "y i Vv wait} -_ 
t OT art d vj é =ntiot 
4 4 ‘ j j 
“dir ana | naan a 
= "7 és ra 


et iti iy si ee _ : a +4 a 
<i Fits ' ¥ a nll id od : StiCuns? aOAS 0 €» bl & 


; } ageth i ie y 
l ¢ tw ON ! ov } 
acai a a 
= tétag! ¥ rely 
Ft 2 e a. 
P ia aoe | 


i 
Say a fh fe 
ri» ¢ 


wri 2) aay ©. bead ony nine eter) ih diel out, , 
\ od] 


hl } ; “ ’ 
—_ ve ce, be! | en ¢ 


Resource and resou 

based manufacturing still 
account for nearly 85% of 
Atlantic Canada’s exports... 


¢ Although all Atlantic Provinces 
continue to be extremely dependent 
on resource and resource-based 
exports, their importance is on the 
decline. 


¢ Non-resource-based 
manufactured products’ share of 
exports from Atlantic Canada 
increased from 10.1% in 1990 to 
14.1% in 1999, a 40% increase. 


...but the importance of 
non-resource-based 
manufactured exports 
increased significantly in 
all four Atlantic Provinces 
in the 1990s 


* Nova Scotia dominates Atlantic 
Canada’s exports of non-resource- 
based manufactured products, 
accounting for nearly 78% of the 
total. At the other end, 
Newfoundland has very few non- 
resource based manufactured 
exports. 


Wood¢ 


Atlantic Canada 
Exports by Product Type 


1990 


Food 


Non-resource 
Based 
Manufactured 
Products 


1999 


Mining & Oil 
Non-resource 
Mining & Oil Based 
Manufactured 
Products 
Non-Resource Based 
Manufactured* Exports Share 
Percent 

40 

30 

20 


1990 1999 
r \ J 


Nfld N.B. N.S. P.E.I. 
*excludes resource-based manufacturing exports 
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Highlights 


%: October’s trade surplus was virtually 
unchanged at $4.6 billion as both exports 
and imports grew marginally. 


%. Exports to the U.S. grew moderately, 
rising 0.8%, while imports from the U.S. 
were unchanged. As a result, Canada’s 
trade surplus with the U.S. increased by 
$225 million to reach a near-record $8.1 
billion. 


%: Falling commodity prices and resultant 
deteriorating terms of trade have put 
downward pressure on the dollar, which 
fell a further eight-tenths of a U.S. cent in 
October. 


Key Monthly Trade Indicators 
(October 2000) 


% change over 


previous | previous 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S .* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices** 


* Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1992 = 100 

Source: Industry Canada compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Is Mexico becoming a North American Tiger? 
The Battle for the U.S. Market 


Someshwar Rao. 


Department of Foreign Affairs 
and International Trade 
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Ministére des Affaires étrangeres 
et du Commerce international 
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Merchandise Trade 


40 Exports 
The trade surplus remains ! 
unchanged 


Billions 


* October’s trade surplus is virtually 
unchanged from a month earlier and 
remains large, for the most part due to the 
$8.1 billion surplus with the U.S. recorded 
over the month. 15 


Exports 
to U.S. 


| 
' 
1 
l 
! 
| 
| 
' 
! 
1 


Balance 
¢ The trade balance with all other major l 
regions remains in deficit. Our deficit with 
the European Union widened by $330 
million in October, while that with Japan 


widened by $35 million. 


Billions 


The Canadian dollar continues to 
fall 


¢ The Canadian dollar fell for the second 
month in a row, down 0.8 US¢ over the 
month. The dollar has lost more than two 
and a quarter US¢ in value over the past two 


Index (1982-90=100) 


months. 
0.8 
¢ Weakening commodity prices and declining a 
terms of trade (i.e., the ratio of export prices 
to import prices) in combination with the » 


US.¢ 


strength of the U.S. dollar vis-a-vis all other 
currencies have militated against our are 
currency’s performance. 


0.6 . 


1996 1997 1998 1999 2000 
Source: Statistics Canada, Bank of Canada 
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Distribution of North American Exports 


Mexico is a growing force in 4990 


North American economic 
space... 


¢ The North American economic space is 
no longer just a Canada/U.S. one. 
Mexico is a growing force in North 
America and a growing competitor for 
US. attention. 


1999 


¢ Mexico's share of North American 
exports nearly doubled over the 1990s, 
from just over 7% to nearly 13%. 


Source: Industry Canada compilations based on data from the WTO 


...as its trade increased Mexico's Exports* ASR 
nearly five-fold over the ox 


1990s, mostly with the U.S. SUS Piltons 


160 NAFTA Total 


* Mexico's exports and imports both 140 

increased five-fold over the 1990s. 120 
‘ 100 
Exports increased from US$27 
billion to US$137 billion in 1999. 80 


* The implementation of NAFTA 
partly contributed to this growth. 


1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 


* Merchandise Trade 
Source: Industry Canada compilations based on IMF data and USITC. 
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Nearly 90% of Mexico’s 
exports now go to the 
USS. 


¢ The distribution of Mexican 
trade is very similar to that of 
Canada. Mexico also depends 
very heavily on the U.S. market 
for exports, with more than 85% 
of Mexican exports going to the 
U.S. This is up from 69% in 
1990. 


_ Canada is the second most 
important destination country 
for Mexican exports. 


And high-technology 
industries contribute to a 
greater share of Mexican 
exports than they do for 
Canada 


¢ High-technology industries account 
for 19.3% of Mexico’s exports 
compared to only 15.5% of 
Canada’s exports. 


However, the skill content of 
Canadian exports is expected to 
be significantly higher than 
Mexican exports. 


Distribution of Mexican Exports* | 


- 1990 
ivi 


87.7% 


* Merchandise only 
Source: Industry Canada compilations based on data from the World Trade Atlas 
and IMF direction of Trade Statistics. 


High-Technology Exports* 
Percent of Manufactured Exports, 1998 


33.0 


Mexico LES: Canada 


* Based on OECD definition of high-technology 
Source: UNESCO 
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Mexico's export growth to 
the U.S. significantly 
outpaced that of Canada... 


* Mexico's exports to the U.S. grew at 
an average annual rate of 15.6% in 
the 1990s. 


¢ By comparison, Canada's exports to 
the U.S. during this period, grew at 
an annual average rate of 9.0%. 


...as a result, Mexico's 
share of U.S. imports almost 
doubled while Canada's 
more or less remained 
constant 


* Canada's share of U.S. imports has 
remained just under 20%, while 
Mexico's share has increased from 
6.0 percent in 1990 to 10.7 percent 
i1999: 


Annual Average Growth in 
Exports to the U.S. 


Percent 1990-1 999 
20.0 


15.0 
10.0 


5.0 


0.0 
1990-94 1995-99 1990-94 1995-99 


Canada Mexico 


Source: Industry Canada compilations based on data from the U.S. 
International Trade Commission. 


Share of U.S. Imports 


Percent 
25.0 


15.0 
10.0 


5.0 


0.0 


1990 1995 1999 1990 1995 1999 
Canada Mexico 


Source: Industry Canada compilations based on data from the U.S. 
International Trade Commission. 
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Canada and Mexico are 
competing in the U.S. in 
similar products... 


¢ Three industries, Transportation 
Equipment, Electronics and 
Machinery, accounted for more 
than 60% of Mexico's export 
growth to the U.S. in the 1990s. 
These same three industries 
contributed 45% of Canada's 
export growth to the U.S. 


...and Mexico is 
performing well 


¢ In all three industries 
Mexico increased its 
market share significantly. 


Source: Industry Canada compilations 
based on data from the U.S. International 
Trade Commission. 


Industrial Contribution to 
Growth in Exports to the U.S. 


Transportation 1990-1999 
a Equip't 
Canada Electronics 
Machinery 
Other 
Mfng.* Misc.** 
eg 
Resource & Mexico 
Resource Based 


Electronics 


Transportation 
Equip't 


* Other Non-Resource Based Manufacturing 
**Mlisc. includes unclassified transactions 
and re-exports 


Resource & 


Source: Industry Canada compilations Other 
based on data from the U.S. International Manufacturing* Resource 
Trade Commission. Based 
Share of U.S. Imports 
os 
8.4 75 


1990 1999 0 1999 
Machine 
8.1 7.9 ry 
So Le 35.8 
4990 1999 1990 1999 33.6 
Electronics 


1990 1999 
Transportation Equipment 


1990 1999 
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Canada's exports to the 
U.S. grew faster in 
resource-based 
industries 


¢ Canadian export growth 
outpaced Mexican export 
growth to the U.S. in only 6 
out of 24 industries. 


Five of these are 
resource-based 
industries. 


Difference in Annual Average 
Growth in Exports to the U.S. 


1990-1999 


Gell 


Faster Growth Faster Growth 


Raw Metals & Ores 
Wood & Lumber 
Raw Petrol & Coal 
Misc. Manufactures 
Non-metallic Minerals 
Agriculture & Fish 
Food & Tobacco 
Forestry 
Stone 
Chemical 
Apparel & Leather 
Other 
Paper 
Furniture 
Primary Metals 
Rubber & Plastic 
Electronics 
Fabricated Metals 
Textiles 
Printing 
Scientific Equip't 
Transportation Equip't 
Machinery 
Refined petrol 


a 11.0 
Ha 6.9 
Hag 6.3 

Pg 4.3 

Ea 3.2 


j 0.7 
-0.4 | 


-11.4 
-15.6 F 
-15.8 | 


-20.0 -10.0 0.0 10.0 
Percentage Point Difference 


Source: Industry Canada compilations based on data 
from the U.S. International Trade Commission. 
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Key Monthly Trade Indicators 
(November 2000) 


% change over 


previous | previous 
month year 


Highlights 


Exports 


%: Imports grew at almost three times 
; - Exports to U.S. 


the pace of exports in November, 
leading to a decline in Canada’s trade 
balance with the world. 


Imports 
- Imports from U.S. 


%: However, exports to the U.S. continue 
to outpace imports from the U.S., 
resulting in a widening of Canada’s 
trade surplus with the U.S. — toa 
record $8.5 billion. 


Trade Balance* 
- Balance with U.S.* 


a Commodity Prices** 
% Notwithstanding the rising commodity 
prices and improving terms of trade, 
the dollar fell a further six-tenths of a 

U.S. cent in November. 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* — Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1992 = 100 

Source: Industry Canada compilations based on Statistics Canada data 


This Month’s Feature Report: 
Is B.C. Still Suffering From the Asian Flu? 


We anary Dy dor of the Micro-E conomic Policy Analysis Branch, Tatty Canad under the direction of 
eature report prepared by Aaron Sydor 0 ISSN: 1496-1911 


Someshwar Rao. 


Ministére des Affaires étrangéres ul abe EN peer ey, Industrie 


Department of Foreign Affairs 
ul *¥ a a International Trade et du Commerce international Canada 
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Merchandise Trade 


Billions 
40 
The trade surplus narrows _ Exports 
¢ November’s trade surplus fell to $4.5 30 
billion, as imports increased faster than 
exports over the month. On the other hand, 25 Exports 
the surplus with the U.S. widened to a to U.S. 
record $8.5 billion. 20 
15 
* The trade balance with all other major Res Balance 
regions remains in deficit. Our deficit with Billions 
the European Union widened by $250 5 
million to $1.5 billion in November, while 
that with Japan narrowed by $81 million to 
a deficit of $69 million. lh | Hn ! 
iii 
Index (1982-90=100) 
The Canadian dollar continues to 130 Commodity 
fall 120 Prices 
110 
¢ The Canadian dollar fell for the third 400 
consecutive month, down 0.6 U.S.¢ over the 
month. The dollar has lost almost 2.9 U.S.¢ 90 
in value over the last three months. 80 
¢ Rising commodity prices and improving U.S. ¢ 
terms of trade (i.e., the ratio of export prices 0.8 
to import prices) have not been enough to 
counterbalance the continued strength of the 0.75 
U.S. dollar with respect to our currency’s Gants 
performance. 0.7 
0.65 
0.6 


1996 1997 1998 1999 2000 


Source: Statistics Canada, Bank of Canada 
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Since 1995, British Columbia’s 
export performance has lagged 
the rest of Canada’s 


* Since 1995, the value of B.C.’s exports 
increased only 5%, compared to 33% for 
the rest of Canada. 


B.C.'s Share of 
Canadian Exports 


11.7 10.9 


1990 1995 1999 


Source: Industry Canada compilations based 
on Statistics Canada data 


As a result, B.C.’s share of 
Canadian exports has fallen 
considerably 


¢ B.C.’s share of of Canadian exports has 
fallen 3.1 percentage points to 8.6% in 
1999: 


¢ B.C. has lost share in every resource- 
based industry. 


> Its share of Logging and Wood 
Industries declined from 39.3% in 
1990 to 30.3% in 1999. 


Growth of Exports 


Canada 


B.C. 


50 


0 
90 91 92 93 94 95 96 97 98 99 


Source: Industry Canada compilations based on Statistics 
Canada data 


B.C.'s Share of Canadian Exports 
by Major Sector 


39.3 


294 (3.0 
— | 
Agriculture Mining & Logging Non-Resource 
& Food Raw Materials & Wood Based 


Manufacturing 


Source: Industry Canada compilations based on Statistics Canada data 
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B.C. was more affected by the 
“Asian Flu” than the rest of 
Canada 


¢ The share of B.C.’s exports going to the 
Asia-Pacific region is still more than 
four times the Canadian average. 


* B.C.’s exports to Asia-Pacific actually 
declined at an average annual rate of 
8.9% between 1995 and 1999, compared 
to 6.8% annual growth during the 1990- 
1994 period. 


Hong Kong Singapore 
Taiwan S. Korea 


Thailand Philippines 


Indonesia Papua New Guinea 


Share of Exports Going to 


Asia-Pacific 
Percent 
40 
B.C. 
30 
20 
0 


90° 91: 92 493 (9475595, 96 97 +987" :99 


Source: Industry Canada compilations based on Statistics Canada data 


Average Annual Growth of B.C.'s 
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Exports to Asia-Pacific 


6.8 


-8.9 
1990-1994 1995-19995 


Source: Industry Canada compilations based on Statistics Canada data 
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Commodity Prices 


The drop in commodity prices 
also had a much greater 
impact on B.C. 


¢ After increasing for most of the early 
1990s, commodity prices peaked in 1995 
and then proceeded to dive 25% over the 
next four years, before showing some 
signs of improvement again in 1999. 


¢ Over 80% of British Columbia’s exports 
are resource-based; this compares to a 
Canadian average of just over 42%. Asa 
result, the dramatic drop in commodity 
prices witnessed in the second half of the 
1990s had a much more severe impact 
on B.C.’s export performance. 


» The share of resource-based 
industries in B.C.’s total exports 
witnessed a similar decline, also 
falling 10 percentage points, but from 
90% in 1990 to 80% in 1999. 


» In 1999, resource-based industries 
accounted for 42% of Canadian 
exports, down from 52% in 1990 - a 
drop of 10 percentage points. 


Index 

130 ' 
Commodity 

120 Prices* 


110 


h 


Be CPI** 


90 
90 91 92 93 94 95 96 97 98 99 


* Excluding energy, 1982-90=100 
** Consumer Price Index excluding food and asi , 1992=100 
Source: Industry Canada compilations based on istics 


Canada data 


Distribution of B.C.'s Exports 
by Industry, 1999 


Mining & Raw Materials 


: Agriculture & Food 

Logging 

& Wood 

Non-Resource Based 
Manufacturing 


Source: Industry Canada compilations based on Statistics Canada data 


Distribution of Canada's Exports 
by Industry, 1999 


Mining & 
Logging & Wood Raw Materials 
Agriculture 
& Food 


Non-Resource 
Based Manufacturing 


Source: Industry Canada compilations based on Statistics Canada data 
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B.C.’s share of Canadian 
Agriculture & Food exports to 
every region declined 


¢ Agricultural exports account for 7.4% of 
B.C.’s exports. Almost two-thirds of 
these go to the U.S. where growth has 
been strong. Another 27% goes to Asia- 
Pacific where growth has been almost 
non existent. 


¢ B.C.’s share of Canadian Agriculture & 
Food exports to all major regions has 
declined. 


> The largest decline occurred in the 
E.U. where B.C.’s share of Canadian 
Agriculture & Food exports dropped 
from 15.4% in 1990 to only 5.5% in 
joes) 


» The Prairie provinces and to a lesser 
extent Ontario increased their share 
of Agriculture & Food exports to 
Europe over this period. 


B.C.’s Agriculture & Food Exports 
Destination, 1999 


U.S. 


~ ey] «© All Other 
KY 3.0% 


E.U. Asia-Pacific 


Source: Industry Canada compilations based on Statistics Canada data 


B.C.'s Share of Canadian 
Agriculture & Food Exports 


U.S. Asia-Pacific 
15.6 
13.6 
8.6 
1990 1999 1990 1999 
EU; All Other 
15.4 
5.5 
mal 1.7 
——E—— 
1990 1999 4990 1999 


Source: Industry Canada compilations based on Statistics Canada data 
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B.C.’s share of Canadian 
exports of Logging & Wood 
also declined in every region 


* The distribution of B.C.’s Logging & 
Wood exports is similar to that of the 
other resource-based industries, with 
about two-thirds going to the U.S. and 
Asia-Pacific accounting for another 
quarter of exports. 


¢ British Columbia’s share of Canadian 
Logging & Wood exports also declined 
significantly to all regions. 


> In 1990, for example, B.C. accounted 
for 85.7% Canadian exports to Asia- 
Pacific, by 1999 this had fallen to 
76.3%. 


>» Similar declines were witnessed in 
every region. 


B.C.’s Logging & Wood Exports 
Destination, 1999 


U.S. 


All Other 


2.69% 0 


Asia-Pacific 


E.U. 


Source: Industry Canada compilations based on Statistics Canada data 


B.C.'s Share of Canadian Logging 
& Wood Exports 


U.S. Asia-Pacific 
85.7 


76.3 
ine 


24.0 


1990 1999 1990 1999 
E.U. All Other 
57.2 50.5 
42.2 
1990 1999 1990 1999 


Source: Industry Canada compilations based on Statistics Canada data 
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But, B.C. managed to increase 
its share of Canadian Mining 
& Raw Material exports to the 
US. 


° B.C.’s share of Canadian Mining & Raw 
Material exports to the U.S. increased 
somewhat, from 3.6% in 1990 to 5.6% in 
1999. This was more than offset by 
B.C.’s declining share in Asia-Pacific & 
the E.U., which dropped from 51.1% to 
46.8% and from 9.3% to 6.5% 
respectively. 


> Asaresult, B.C.’s share of Canadian 
Mining & Raw Material exports 
declined from 11.8% to 8.1% over the 
same period. 


B.C.’s Mining & Raw Material 
Exports Destination, 1999 


U.S. 


3.44 All Other 


E.U. 


Asia-Pacific 


Source: Industry Canada compilations based on Statistics 
Canada data 


B.C.'s Share of Canadian Mining & 
Raw Material Exports 


U.S. Asia-Pacific 
51.1 


46.7 


1990 1999 1990 1999 
E.U. All Other 
6.5 72 8.4 
1990 1999 1990 1999 


Source: Industry Canada compilations based on Statistics Canada data 
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B.C. 


's Share of Canadian 


British Columbia'is doing well Non-Resource-Based 
in non-resource-based Manufacturing Exports 
manufacturing industries U.S. Asia-Pacific 
14.2 
¢ Unlike resource-based industries, B.C. 11.0 
increased its share of Canadian exports 27 
of non-Resource-Based Manufacturing 17 
industries from 2.2% in 1990 to 3.0% in 
1999 and in three out of four regions. 
* B.C.’s export growth outpaced the ath oe uead hee 
Canadian average in 8 out of the 12 non- 
resource-based manufacturing industries. a All Other 
And, these exports greatly outpaced ug 
growth in B.C.’s resource-exports. 54 
3.7 
¢ This may indicate that B.C. is becoming a 
more competitive in these industries. 1990 1999 1990 1999 


Source: Industry Canada compilations based on Statistics Canada data 
B.C.'s Export Growth in 
Non-Resource-Based Manufacturing 
Industries, 1990 - 1999 
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Source: Industry Canada compilations based on Statistics Canada data 
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Highlights 


»: Rising exports and falling imports in 


December led to a widening in 
Canada’s trade surplus with the 
world. 


. Similarly, exports to the U.S. 
continue to outpace imports from 
the U.S., as Canada’s trade surplus 
with the U.S. increased to a record 
$9.2 billion for the month. 


» The dollar recovered some of the 
ground lost over the past three 
months, largely on the strength of 
improving terms of trade. 


Key Monthly Trade Indicators 
(December 2000) 


% change over 


$ : 
oa revious | previou 
millions ¥ P is 
month year 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1992 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Canada’s Trade Performance in 2000 
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December registers record trade 
surpluses 


- Canada closed out the year in December 
with a record trade surplus of $5.8 billion. 
The surplus was $485 million higher than 
the previous record in October 2000. 


» The monthly surplus with the U.S. 
broke the $9 billion mark to reach a 
record $9.2 billion surplus. 


The trade balance with all other major 
regions remains in deficit. Our deficit with 
the European Union narrowed by $335 
million to $1.2 billion in December, while 
that with Japan widened by $122 million to 
a deficit of $193 million. 


The Canadian dollar rebounds 


¢ The Canadian dollar rebounded 1.6 US¢ in 
December after three consecutive monthly 
declines. Notwithstanding this recovery, 
the dollar remains almost 2.6 US¢ lower at 
the close of 2000 than at its closing one 
year earlier. 


* The terms of trade (i.e., the ratio of export 
prices to import prices) improved 
substantially in December. However, 


commodity prices softened over the month. 
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Growth in Exports and Imports* 


Percent 


Export growth soared in 2000... 20 ie 


¢ Exports increased 16% in 2000, the fastest 


growth since 1995, to reach $411.7 billion. 15 
¢ Imports also advanced, increasing 11.3% in aN eh 
2000 to reach $356.4 billion. 
¢ A booming U.S. economy, rising 
commodity prices and a weak Canadian 
dollar were the main reasons for the rapid 
export expansion in 2000. 


2000 


* Merchandise trade 
Source: Industry Canada compilations based on Statistics Canada data. 


... pushing the merchandise trade 
balance to new highs 


Merchandise Trade Balance 


60 $ Billions 
¢ The merchandise trade balance hit an all- 
time high in 2000 at $55.2 billion — an 50 
increase of $20.5 billion over 1999. 
40 
30 
20 
10 
0 


2000 


Source: Industry Canada compilations based on Statistics Canada data. 
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Exports to the U.S. were once 
again the driving force behind 
Canada’s export growth 


¢ Again in 2000, as has been the trend over 
the past decade, the U.S. has been the 
driving force behind Canada’s export boom. 


¢ Canadian exports to the U.S. grew 16.5% in 
2000, up from 14.1% in 1999. 


>» The U.S. now accounts for 87.2% of 
total Canadian merchandise exports 


¢ Exports to Mexico shot up 25.0% in 2000, 
although Mexico still only accounts for half 
a percent of total Canadian exports. 


¢ Exports to the E.U. and Asia-Pacific both 
increased at more than 14% in 2000, a 
significant improvement over 1999. 


¢ Improved economic conditions in the two 
regions were largely responsible for the 
strong export performance. 


Growth in Exports by Destination’, 
2000/1999, (percent) 


Mexico 


Asia-Pacific 


Other i 6.9 


* Merchandise trade .6. me 
Source: Industry Canada compilations based on Statistics Canada data. 


Geographic Distribution of Exports*, 
2000 


U.S. 


Other 
Mexico 


E.U. 


Asia-Pacific 


* Merchandise trade »! 
Source: Industry Canada compilations based on Statistics Canada data. 
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Growth in Imports by Destination* 


2000/1999, (percent) 


Most import growth was from 
countries other than the U.S. 


¢ The U.S. was the only region for which 
export growth surpassed import growth in 
2000, 16.5% vs 6.5%. Miexi 
exico 
¢ U.S. accounted for only about 64% of 
total Canadian imports — compared to 
more than 87% for exports. : A 
Asia-Pacific 
¢ Import growth from Mexico was 
particularly strong in 2000, driving 
Mexico’s share of Canadian imports to 
3.4% in 2000. E.U. 


¢ The strong domestic economy was the main 
reason behind the rapid increase in 
Canadian imports, especially from countries U.S. 
other than the U.S. while the strong U.S. 
dollar moderated the growth in imports . 
from that country. Sere duster Canad compilations based on Statistics Canada data. 


Geographic Distribution of Imports*, 2000 
U.S. 


64.3% 


Other 


Mexico 


Asia-Pacific E.U. 


* Merchandise trade aa 
Source: Industry Canada compilations based on Statistics Canada data. 
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Resource-based exports led 
export growth in 2000 


* The combination of higher prices, 
particularly for oil, and increased 
demand in the Asia-Pacific region 
helped propel resource exports in 2000. 


¢ High-tech industries including Electrical 
& Electronics and Aircraft continued 
their rapid growth of the past few years 


into 2000. 


¢ 2000 was a poor year for Automotive 
exports, barely changing from 1999 


levels. 


¢ Other Transportation Equipment exports 
declined by one-fifth in 2000, most of 
this decline was a result of a dramatic 
decline in exports of railroad rolling 
stock, but also of ship building and 


repairs. 


Growth in Exports’, 
2000/1999, (percent) 


Refined Petroleum 
Mining 
Electrical & Electronics 
Aircraft 
Paper & Printing 
Fabricated Metal 
Chemicals 
Rubber & Plastic 
Furniture & Fixtures 
Primary Metals & Minerals 
Machinery 
Clothing, Textiles & Leather 
Other Manufacturing 
Food, Beverage & Tobacco 
Agriculture & Fishing 
Autos 


Logging & Wood 
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* Merchandise trade 


Source: Industry Canada compilations based on Statistics Canada data. 
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The Prairie and Agbate 


provinces led export growth in 
2000 


Alberta and Newfoundland led export 
growth in 2000, climbing 60.6% and 30.5% 
respectively propelled by higher energy 
prices in 2000. 


Alberta 


Newfoundland 


The other Prairie and Atlantic Provinces 


also performed exceptionally well in 2000. Nova Scotia 


British Columbia, although among the Saskatchewan 
poorer performers in 2000, showed 

significant improvement over the past few 

ei P.E.I. 
Ontario, the driver of Canadian export Manitoba 


growth through much of the 1990s, was 
actually the worst performer in 2000, 
largely as a result of weak growth for 
automotive exports. 


New Brunswick 


Quebec 


British Columbia 


Ontario 


* Merchandise trade 


Growth in Exports by Province’, 


2000/1999, (percent) 
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Source: Industry Canada compilations based on Statistics Canada data. 
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Growth in Imports by Province’, 


Newfoundland and New 2000/1999, (percent) 


Brunswick led import growth in 
2000 Newfoundland 


> 116.6 


Newfoundland lead import growth, New Brumeuiee 
increasing 116% in 2000. UnSWIc 


34.9 


The other Atlantic provinces also Manitoba 
experienced rapid import growth in 2000, 
occupying 4 out of the top-5 spots. PEI 


nN 
= 
vor) 


As with exports, Ontario lagged the pack in 
2000, with only Saskatchewan growing at a Nova Scotia 
slower pace, due to slow growth of 
intermediate inputs relating to Automotive 
production. 


N 
2 
° 


Quebec 18.4 


Alberta 17.4 


Nae 
PAN 


British Columbia 


Ontario 


a 
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Saskatchewan 3.5 


* Merchandise trade 
Source: Industry Canada compilations based on Statistics Canada data. 
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Key Monthly Trade Indicators 
(January 2001) 


Yo Change over 


Highlights 


Exports 
- Exports to U.S. 


%: January’s merchandise exports 
declined marginally while imports 
fell at a significant pace, leading to 
an overall widening in Canada’s 
overall trade surplus. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


%: Similarly, exports to the U.S. were 
unchanged while imports from the 
U.S. were down significantly in 
January. Asa result, Canada’s 
trade surplus with the U.S. 
increased to a record $10.1 billion 
for the month. 


Commodity Prices** 


Canadian Doliar (US¢)* 


{Export Prices*** 
Import Prices*** 


The Canadian dollar held steady 
over the month; nonetheless, it 
remains two and one-half US cents ete, 


below its level of one year ago. ** Index (1982-90 = 100) 
*** Index 1992 = 100 
Source: DFAIT compilations based on Statistics Canada data. 
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Canada’s Strengthening Trade Linkages with the U.S. 
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The trade account continues to 
register record surpluses 


- Canada opened the new millennium in 
January with yet another record overall 
trade surplus, this time at $6.6 billion. The 
surplus was $729 million higher than last 
month’s previous record. 


>» The monthly surplus with the U.S. 
smashed through the $10 billion 
mark. 


The trade account with all other major 
regions remains in deficit. The shortfall 
with Japan narrowed by $121 million to $72 
million in January, while the deficit with the 
European Union widened by $32 million to 
$1.2 billion. 


The Canadian dollar stands pat 


¢ The Canadian dollar held steady over 
January. Nonetheless, the dollar remains 
2.5 US¢ lower at the start of 2001 than at 
the start of 2000. 


¢ The terms of trade (i.e., the ratio of export 
prices to import prices) slipped slightly in 
January. However, commodity prices 
firmed over the month. 
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Canada’s trade with the U.S. 
continues to forge ahead 


¢ Total Canada-U.S. trade (goods and 
services) reached $700 billion in 
2000, up from $427 billion in 1995. 


» Exports reached $393 billion and 
imports $307 billion in 2000, 
increases of 15.4% and 7.3% 


respectively over the previous year. 


> $1.3 million dollars worth of goods 
and services cross the Canada-U.S. 
border every minute. 


The U.S. now accounts for 
almost 83% of our total 
exports 


¢ The share of Canadian exports of 
goods and services going to the U.S. 
increased by nearly eight percentage 
points in just 5 years, rising 
from75.0% in 1995 to 82.9% in 2000. 


> During this period, the U.S. share 
of Canadian imports remained 
relatively constant at about 72%. 


ua Canada - U.S. Trade 
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Source: Statistics Canada 


U.S. Share of Canadian Export and Imports 
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Distribution of Canada-U.S. Trade, 2000 


90% of Canada-U.S trade 
is trade in goods 


¢ Services account for only 10% of 
Canada-U.S. trade, while goods 
trade accounts for the rest. 


» Services account for a somewhat 
larger share of imports than 
exports at 12.8% and 8.5%, 
respectively. 


It is trade in goods that has 
been driving Canada’s 
growing trade surplus with 
the U.S. 


¢ Canada’s total trade balance 
(goods and services) with the U.S. 
increased for the fourth strait year, 
from $54.3 billion in 1999 to $86.0 
billion in 2000 — and nearly triple 
the level in 1997.. 


» This was driven by the large 
merchandise trade surplus which 
increased by a third, from $60.1 
billion in 1999 to $92.1 billion 
in 2000. 


» At the same time, the deficit in 
services trade with the U.S. 
increased somewhat in 2000 
however, reaching $6.1 billion, 
up from $5.9 billion a year 
earlier. 


Exports 


Total Trade 


Goods 
87.2% 


Source: Statistics Canada 


Canada - U.S. Trade Balance 
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- Growth in Canadian Merchandise Exports, 
Exports to the U.S. were Percent 1995-2000 


entirely responsible for 
Canada’s export growth 79.4 


since 1995 


* Between 1995 and 2000, Canada’s 
merchandise exports increased by 


79.4% — an average annual rate of 
12.4%. 


Over the same period, exports to 
the rest of the world actually fell 
by 3.2%. 


¢ If exports to the U.S. had grown at 
the same pace as the rest of the 
world between 1995 and 2000, our 
exports to the U.S. would actually 
be $165 billion lower than they 
currently are. 


Distribution of U.S. Trade* — 2000 


Trade with Canada is also 
vitally important to the 
U.S. as well 


¢ Canada continues to be, by a wide 
margin, the U.S.’s largest trading 
partner. 


>» The U.S. trades more with 
Canada than with all of the 
countries of the E.U. combined! 


* Merchandise trade 
Source: World Trade Atlas 
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Transportation Equipment 


still accounts for nearly 
one-third of Canadian 


Average Annual Growth in Merchandise 


Exports to the U.S. By Industry, 1995-2000 


merchandise exports to the 


U.S. 


¢ Both Logging and Mining exports 


to the U.S. grew, on average, m 
than 20% per year for the past fi 
years. 


¢ Three industries; Transportation 
Equipment, Mining and Electric 
& Electronics account for more 
than half of all Canadian 
merchandise exports to the U.S. 


Logging 

Mining 

ore Furniture 
ve Electrical & Electronics 
Clothing & Textiles 
Fabricated Metal Products 

al Food, Beverage & Tobacco 
Rubber & Plastics 

Refined Petroleum 

Machinery & Equipment 
Other Manufacturing 

Wood 

Non-Metallic Mineral Products 
Transportation Equipment 
Chemicals 


Agriculture & Fishing 


Paper & Printing ae res 
Primary Metal a Cnd Avg 
0 5 10 15 
Percent 


* Share of exports to U.S. 
Source: Statistics Canada 
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The importance of the U.S. 
market increased for most 
industries 


¢ Exports to the U.S. as a share of 
total shipments increased in nearly 
every industry (except Primary 
Metal and Refined Petroleum) 
between 1995 and 1998. 


» Furniture and Clothing & 
Textiles experienced the largest 
increase in share of shipments 
going to the U.S. 


» Six industries now send more 


than half of their output South of 


the border, these include many 
knowledge intensive industries 
such as Transportation 
Equipment, Electrical & 
Electronics and Machinery & 
Equipment. 


Non-Metallic Mineral Products 


Merchandise Exports to U.S. As 
Share of Shipments 


Transportation Equipment 


Furniture 


Electrical & Electronics 


Paper & Printing 


Chemicals 


Clothing & Textiles 


Fabricated Metal Products 
Refined Petroleum 
Food, Beverage & Tobacco 


0 20 40 60 80 100 


Percent 


Source: Statistics Canada 
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Canada’s trade 
linkages with the 
U.S.increased in nearly 
every industry 


Non-Metallic Mineral Products 


* Between 1995 and 2000, the 
U.S. share of total Canadian 
merchandise exports 
increased in all industries 
(except Logging). 


» The largest increases 
occurred in Wood, Mining 
and Food, Beverage & 
Tobacco. 


» Seven industries now send 
more than 90% of their 
exports to the U.S. 


Transportation Equipment 


Share of Merchandise 
Exports Going to the U.S. 
Refined Petroleum 
Furniture 


Rubber & Plastics 


Clothing & Textiles 
Fabricated Metal Products 


Mining 


Electrical & Electronics 


Machinery & Equipment 
1995 


Level 


Chemicals 
Other Manufacturing 
mced Change in 2000 


> Increase 


Food, Beverage & Tobacco 
Pe Decrease 


Logging 


Agriculture & Fishing 


Percent 


Source: Statistics Canada 
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Trade linkages with the 
U.S. increased for all 
provinces 


¢ 87.2% of all Canadian 


merchandise exports go to the U.S 


¢ The U.S. accounts for at least 60% 
of exports of all provinces, ranging 


from 62% for Saskatchewan to 
93% for Ontario. 


Canadian exports 
increased to 48 out of 50 
U.S. states 


* We exported more to nearly very 
state from 1995 to 2000, the only 
exceptions being Rhode Island and 
Hawaii. 


* The top 5 U.S. states account for 
nearly 50% of our exports to the 
USS. 


* We export more to 
Washington State (ranks Sth 
among U.S. states) than to all 
of the Asia-pacific region. 


¢ Mexico ranks behind 32 
states in terms of importance 
as a destination for our 
exports. — 


Share of Exports Merchandise 
Going to the U.S. 


Ontario 

Aad be 

Alberta 

New Brunswick 

Quebec 

Nova Scotia 

Manitoba 

Newfoundland 
British Columbia a! __ Be 

ivi 

Saskatchewan a! 2000 


0 20 40 60 80 100 


Source: Statistics Canada 


Top 5 U.S. States 


Export Share, Export growth’, 
2000 1995-2000 
Michigan 20.8 Wyoming 86.3 
New York 10.9 Arizona 34.4 
California (| Oklahoma 32.4 
Illinois 5.1 District of 
Washington 4.5 Columbia 29.6 
Nevada 29.2 


* Average Annual Growth Rate 
Source: Statistics Canada 
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Average Annual Growth in Services 
Growth in Canada-U.S. Trade With the U.S., Percent 1995-2000 
services trade has also been 
strong... 


¢ Canadian services exports to the 
U.S. grew at about the same pace 
as merchandise exports over the 
1995-2000 period. 


6.5 


¢ Service imports from the U.S. 
however, grew at a significantly 
lower rate than merchandise 
imports, 6.5% compared to 9.6% Exports Imports 


Source: Statistics Canada 


... although, the U.S. share 
of total services trade 


” : U.S. Share of Canadian Trade in Services 
increased only slightly 


Percent 
¢ To countries other than the U.S.., 70 


services trade grew at a much more 
rapid pace than merchandise trade 
between 1995 and 2000. 65 


¢ Asa result, unlike merchandise SSeS 


trade, the U.S. share of Canadian 


services trade increased only 60 
slightly. Exports 


» U.S. share of service exports 55 
increased from 56.4% in 1995 to 
59.3% in 2000, imports 
increased from 61.5% to 62.8% 50 
over the same period.. 1995 1996 1997 1998 1999 2000 


> Both Imports and exports saw a _ Source: Statistics Canada 
slight decline in the U.S. share 
in 2000. 
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Highlights 


% February’s merchandise exports fell 
at a faster pace than the decline in 
imports, leading to an overall 
downturn in Canada’s trade surplus 
with the world. 


%. Similarly, exports to the U.S. fell 
more than did imports from the U.S. 
in February — resulting in a $1.1 
billion diminution in Canada’s trade 
surplus with the U.S. for the month. 


4: The Canadian dollar dropped 
sharply over the month, falling to a 
level 3.9 US cents below that of one 
year ago. 


Key Monthly Trade Indicators 
(February 2001) 


7 Change over 


previous | previous 
month year 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* — Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1992 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Canada’s Foreign Investment Performance in 2000 


Current analys 


Feature report prepared by Aaron n Sydor of ihe Micros Economic Policy Mayen Branch; industry Canada under the direction OF 


Someshwar Rao. 


i+i 


Department of Foreign Affairs 
and International Trade 


Ministére des Affaires étrangeres 
et du Commerce international 


ISSN 1496-192X 


Ben Sey pe 


Trade surplus dips, but remains 
strong 


- The overall trade surplus dipped to just 
below $5.9 billion in February, down from 
the record $6.7 billion registered in January. 
February’s trade surplus is the second 
largest value ever recorded. 


» The monthly surplus with the U.S. 
fell back to $9.1 billion after having 
smashed through the $10 billion mark 
last month. 


The trade balance with all other major 
regions remains in deficit. Our deficit with 
the EU narrowed by $281 million to just 
over $1.0 billion for February, while that 
with Japan widened by $36 million to $92 
million. 


The Canadian dollar drops 
Sharply 


¢ The Canadian dollar dropped sharply over 
February, losing 1.6 US¢ in value. The 
dollar was 3.9 US¢ lower in February 2001 
than in February 2000. 


* The drop in the dollar contributed to falling 
export prices over the month, and drop in 
the terms of trade (1.e., the ratio of export 
prices to import prices). Commodity prices 
also softened over the month. 
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Canada continues to be a net 
exporter of FDI 


¢ Since 1996, Canadian outward 
foreign direct investment (FDI) stock 
has exceeded inward FDI stock. 


» For the past two years, however, 
inward FDI stock has grown at a 
faster pace than outward FDI stock. 


> In 2000, Canada’s stock of outward 
FDI reached $301 billion, $10 
billion more than inward FDI stock. 


And, inward and outward 
FDI as a share of GDP 
continues to rise 


¢ The stock of foreign direct investment 
(inward plus outward) is equal to 57% 
of GDP in 2000, up from 34% in 
1990. 


» Of this increase, outward FDI made 
the most significant gain, doubling 
from 14% of GDP in 1990 to 29% 


in 2000. 


Inward and Outward FDI Stock 
$ Billions 
320 
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Inward and Outward FDI Stock 
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Mergers and Acquisitions 
(M&As) accounted for most 
of the recent increase in 
inward FDI flows... 


¢ FDI inflows more than doubled in 
2000, reaching $93 billion. 70% of 
this rise was a result of increased 
M&A activity. 


» A large portion of the inward M&A 
activity in 2000 was a result of one 
large transaction in the Food & 
Beverage sector. 


...aS Well as outflows 


¢ M&As also accounted for 66% of FDI 
outflows in 2000, pushing total 
outflows to $62 billion for the year. 


> A significant portion of outward 
M&A activity over the past few 
years has been in the electronics 
and telecommunications sectors. 


M&As and Inward FDI Flows 
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The U.S. still accounts for 
nearly two-thirds of our Geographic Distribution of Inward FDI Stock 


inward FDI stock... AcsolbUS. Ps te 


¢ The U.S. share of Canada’s inward 
FDI stock has remained relatively 
constant at around 64%. 


¢ The share of the E.U. has increased 
slightly from 24.1% to 26.7% while 
that of all other countries has fallen 
from 11.7% to 9.4%. 


All Other 
I] Oth 
E.U. EU. All Other 


» Part of this decline can be 
accounted for by reduced 
investment from the Asia-pacific 
region, a result of the impact of the 
Asian crisis. 


Geographic Distribution of Inward FDI Stock 


...although the E.U. has seen pa ath 
a dramatic rise in its share in fre 


2000 70 a 


60 
¢ The E.U.’s share of Canadian inward 


FDI stock jumped six percentage 50 
points in 2000 - more than was lost 


over the previous 10 years. 40 

> On the other hand, the U.S. saw a 20 et staat cating sraminceivamenhia 
similar-sized drop in its share. 20 
10 


0 All Other 
90 91 92 93 94 95 96 97 98 99 '00 
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U.S. share of Canadian 
outward FDI has declined 
steadily 


¢ The U.S. share of Canada’s outward 
FDI stock is significantly smaller than 
inward FDI stock and has declined 
from 61.0% in 1990 to 51.1% in 
2000. 


The E.U. share of Canada’s outward 
FDI has also declined somewhat, with 
the share of all other countries 
increasing. 


¢ The share of non-OECD 
countries in Canada’s total 
outward FDI has nearly doubled 
from 13% to 24% over the past 
decade. 


E.U. 


E.U. 
All Other 


All Other 


Geographic Distribution of Outward FDI Stock 


Percent 
70 U.S. 


40 
All Other 
30 
20 a eee 
EU. 
10 


0 
90. 91.9293 ..94...95...96..S97"98 99 ‘00 
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PD Ganada hast a Industrial Distribution of Inward FDI Stock 


shifting towards Electronics 
and telecommunications... 


Other Industries* 


¢ The share of “Other Industries” which Services & 
includes Electronics and 


Retailing 
Telecommunications has increased in Finance & 


recent years, mostly at the expense of Insurance 


Services and Wood & Paper. Machinery & 


s Trans. Eqm’t 
Energy & 
Metallic Minerals 


"~ Wood & Paper 


¢ Otherwise, the industrial distribution 
of FDI has been relatively constant. 


2000 


Industrial Distribution of Outward FDI Stock 


...while outward FDI is 
increasingly going into the 
Finance & Insurance 


¢ More than one-third of Canadian 
outward FDI is in the Finance & 


Finance & 


Insurance 
Insurance industry, and the share Machinery & 
has been rising. Trans. Eqm’t 
Energy & 
¢ Unlike inward FDI, the share of Metallic Minerals 
“Other Industries” in outward r= Wood & 
FDI (which includes electronics Paper 


and telecommunications) has 
been declining. 
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Highlights 


-; In March, merchandise exports 
grew at a faster pace than imports, 
leading to an overall increase in 
Canada’s trade surplus with the 
world. 


»- However, exports to the U.S. grew 
more slowly than did imports from 
the U.S. in March — resulting in a 
slight decline in Canada’s trade 
surplus with the U.S. for the month. 


»: The Canadian dollar dropped 
sharply over the month, falling 1.7 
US cents. The dollar is four-tenths 
of a cent below the previous low of 
63.8 US¢ registered in August 1998. 


Key Monthly Trade Indicators 
(March 2001) 


7 Change over 


previous | previous 
month year 


2.3 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1992 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Patterns in Canada’s Services Trade 


conomic Analysis Divi der the directi 


Feature report pr pared by Aaron Sydor of the Micro-Economic Policy Analysis Branch, Industry Canada under the direction of 
ISSN 1496-192X 


Someshwar Rao. 


| ca ] Department of Foreign Affairs 
and International Trade 


Ministére des Affaires étrangeres 
et du Commerce international 


ee 


Trade balances remain strong 


e The overall trade surplus recovered to $6.2 
billion in March, up from February’s $5.8 
billion. 


>» The monthly surplus with the U.S., 
however, declined $81 million to $9.0 
billion last month. 


e The trade deficit with the EU narrowed by 
$86 million to just under $1.0 billion for 
March, while the trade account with Japan 
registered a $57 million surplus. 


The Canadian dollar records a 
new low 


e The Canadian dollar tumbled to a new low 
of 63.4 US¢, down 1.7 US¢ in value in 
March after having lost a similar amount in 
February. The dollar was 5.6 US¢ lower 
over March 2000 and four-tenths of a cent 
below the previous low of 63.8 US¢ 
registered in August 1998. 


e Hand-in-hand with the drop in the dollar, 
prices fell across the board as export prices, 
import prices and commodity prices were 
all down over the month. 
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In the 1990s, trade in services 
has not grown as fast as trade 
in goods 


e Service exports rose $33.8 billion over 
the 1990s - an increase of 151%, to 
reach $56.2 billion in 2000. Likewise, 
service imports increased $29.8 billion 
to reach $62.8 billion in 2000. 


e The share of services in total exports 
and imports peaked in 1992 at 13.6% 
and 19.8% respectively. Services’ 
shares have fallen considerably since, 
to 11.9% of total exports and 14.7% of 
total imports, in 2000. 


Commercial services account 
for the largest share of both 
exports and imports 


e The compostion of Canada’s services 
exports and imports are very similar. 


e Over the 1990s, the share of 
commercial services in both exports 
and imports has increased while the 
shares of all other service components 
have declined. 


Share of Services Trade in Total Trade 


Percent 
20 


18 Imports 
16 
14 


12 
Exports 


10 
1980 1985 1990 1995 2000 


Composition of Services Trade, 
1995-1998 (percent) 


Exports 
Transport 


19.0% 


Commercial 
50.0% 
Imports 
Trave! 
28.9% 
Government Transport 
2.1% 21.8% 
Commercial 
47.3% 


Travel 


Government 29.7% 
1.2% 
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The importancéot commercial 
services trade has increased 
significantly 


e The share of commercial service exports 
in total service exports has increased 
steadily over the past two decades, 
rising from 27.3% in 1980 to 51.2% in 
2000. 


e Similarily, the share of commercial 
services in total service imports has also 
increased from 34.0% in 1980 to 48.3% 
in 2000. 


Architect & Engineering 


Share of Commercial Services in 
Canada’s Total Services Trade 


Percent 
60 
Exports 
50 
Imports 
40 
30 
20 
1980 1985 — 1990 1995 200 


Composition of Commercial Services, 
(percent) 


. . Nien SY MEE GIOLS eee ee 
Services and Royalties & 
y en a he 1995.98 1990. 94| 1995-98 
License Fees greatly Communication 
increased in importance in Insurance | 
exports over the 1990s et ae ol 
Computer and 
: : k : information 
e Architect & Engineering Services 
increased as a share of total Royalties and 
Commercial service exports from license fees 
9.4% average over the 1990-94 Management 
period to 13.4% over the 1995-98 R&D 


period. As did Royalties & 
License fees from 2.4% to 6.1%. 


e The structure of commercial 


Architect & 
Engineering 


Miscellaneous 


service imports remained fairly Audio-Visual 


stable. Other 
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More than two-thirds of 
Canada’s commercial service 
exports are carried out by 
Canadian-controlled firms... 


e 69% of Canada’s commercial service 
exports are carried out by Canadian- 
controlled firms although only 
accounting for 47% of imports. 


>» U.S.-controlled firms, on the other 
hand, account for only 21% of 
Canada’s commercial service exports 
but represent 41% of imports. 


..-but largely with non- 
affiliated firms 


e Most of the transactions by Canadian- 
controlled firms are at arms length or 
non-affiliated. On the other hand, the 
transactions of U.S. controlled firms are 
of an intra-corporate nature. 


>» Only 25% of the commercial 
service exports and 18% of imports 
by Canadian-controlled firm is 
done with affiliated companies. 


> For U.S.-controlled firms in 
Canada, the number are 63% and 
84% respectively. 


U.S. 
Controlled 


Share of Commercial Services Trade 
by Country of Control, 
1995-1998 (percent) 


Exports 


Canadian 
Controlled 


Imports 


U.S 


Controlled 47.0% 


Canadian 
Controlled 


Other 


Share of Commercial Services by 
Country of Control, 
1995-1998 (percent) 


Exports Imports 


Canadian U.S. 
Control Control 


Total Total 


Canadian U.S. 
Control Control 
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Service exports have a 
significantly higher value-added 
content than goods exports 


e Service exports have nearly double the 
value-added content (use, more capital 
and labour per unit of exports) as do 
goods exports. 


However, the value-added content of both 
goods and service exports has fallen over 
the 1990s. 


» This is consistent with increases in 


product specialization and productivity. 


As expected, the capital to labour ratio is 
significantly lower for service exports 
than for goods exports. 


Factor Content of Canadian Exports 


Goods Producing Industries 


Capital Content* 


Labour Content** 


1990 1997 


Capital-Labour Ratio 


Service Producing industries 


1990 NY de! 1 we 
1990 1997 
Capital-Labour Ratio 
* Capial content embodied in $1 million exports ($ thousands). 


** Labour embodied in $1 million exports (persons) 
Page 6 


Labour Content** 


a ge Content* 


1997 


Import Content Share of Canadian Exports 


Percentage 
Service exports have a much 50 I 1985 
higher domestic content than is 1990 
goods exports... 
Wl 1997 
30 28.9 29.1 
e Merchandise exports, on average, use 
more than four times the value of 
imported inputs as does service exports. 29 
e However, the share of imported inputs 10 8.4 
: fil ‘ 6.4 6.8 
has increased significantly in the 1990s 
for both goods and service exports,. 0 
Goods Producing Services Producing 
Industries industries 


...and have a substantially Percentage Skills Embodied in Exports 
higher proportion of workers 50 

: ; j 1985 
with university degrees 


40 L_J]1990 
e The skill content of both goods and WH 1997 
service exports increased considerably 39 
in the 1990s. 
20 
e A much higher share of workers in 
service exporting industries have a 
university degree compared to the 10 
goods exporting industries. 


Post iversi Post iversi 
Secondary University Secondary University 
Goods Producing Services Producing 

Industries Industries 


This special report was prepared in collaboration with Ram Acharya and is based on the paper 


“Canada’s Trade and Foreign Direct Investment Patterns with the United States” by Acharya, 
Sharma and Rag, all of the Micro-economic Policy Analysis Branch at Industry Canada. 
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Highlights 


. In April, overall Canadian 
merchandise exports grew at a 
slightly slower pace than imports. 


;: Exports to the U.S. grew at a faster 
pace than imports from the U.S. in 
April — resulting in a strong 
increase in Canada’s trade surplus 
with the U.S. for the month. 


»: The Canadian dollar recovered 
from its recent low, gaining 1.7 US 
cents over the month. The dollar is 
2.5 US cents below its level of one 
year ago. 


Key Monthly Trade Indicators 
(April 2001) 


7 Change over 


Exports 
| - Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1997 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Trade by High-Technology Industries 


tanalys: Lick 


Feature report prepared by Shenjie 


& & | Department of Foreign Aftairs 
and International Trade 


Ministére des Affaires étrangeres 
et du Commerce international 


DFAT f the direction 
s Division at DFAITT. 
ISSN 1496-192X 


fel cer ee 


Key trade balances remain strong 


- The overall trade surplus edged up 
$53 million over March levels, to $6.3 
billion in April. 


>» The monthly surplus with the U.S. 
jumped $1.1 billion to $9.6 billion 
last month. 


¢ The trade balance with all other major 
regions remains in deficit. Our deficit with 
the EU widened by $365 million to just over 
$1.1 billion for April, while our trade 
account with Japan registered a 
$253 million deficit. 


The Canadian dollar rebounds 


¢ The Canadian dollar rebounded 1.7 US¢ in 
value in April after having tumbled to a new 
low in March. The dollar was 2.5 US¢ 
lower than its level in April, one year 
earlier. 


¢ Hand-in-hand with the rise in the dollar, 
prices rose across the board as export 
prices, import prices, and commodity prices 
were all up over the month. 
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Manufacturing 


high-technology sector: 
° Aircraft & Parts; 
* Communications-Electronics; 


° Pharmaceuticals. 
Canada’s manufacturing 


high-technology trade has 
more than quadrupled over 


Based on an OECD definition, the following industries are considered as the manufacturing 


* Office, Store and Business Machines (Computers); and, 


High-Technology Industries 


Canadian Trade in 
High-Technology Industries 


the past decade neers 
Imports 

* Exports grew from $9 billion in 1988 to 60 
over $48 billion in 2000 — an average 
annual growth rate of 15.0%, far 50 
exceeding the 9.4% growth rate 
registered by all merchandise exports. 40 

30 Exports 


During this period, imports grew from 
over $17 billion to over $63 billion — 
an average annual rate of 11.3%, 
compared to 8.7% for all merchandise 
imports. 


> The trade deficit almost doubled, 
from $8.5 billion to $15.5 billion. 


*Soocoo co LLL 


01988 89 90 91 92 93 94 95 96 97 98 99 00 


Source: Statistics Canada 


This special report was prepared in collaboration with Can D. Le and Vanessa Chang of the 


Innovation Policy Branch, Industry Canada. 
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High-technology’s shares of 
Canadian exports and imports 
have increased substantially 


¢ The share of manufacturing 
high-technology industries in total 
merchandise exports increased from 
6.5% in 1988 to 11.7% in 2000. 


¢ The share of high-technology imports 
also increased, from 13.5% in 1988 to 
17.9% in 2000. 


High-technology Share of 
Export and Imports 


Percent 
19 Imports 


17 


Exports 


5 
88 89 90) 91. 4920793: 494:5:95. 1961197 5955.9950/00 


Source: Statistics Canada 


Communications-Electronics 
has become more prominent in 
exports... 


* Communications-Electronics increased 
its share of high-technology exports 
from 34.3% in 1988 to 53.5% in 2000. 


» Pharmaceuticals also increased its 
share slightly from 2.0% to 3.7%. 


>» Incontrast, the share of Computers 
declined substantially as did that of 
Aircraft & Parts. 


Composition of 
High-Technology Exports 


1988 
Aircraft 


& Parts 
30.3% 


Pharmaceuticals igre 
2.0% Communications Elect. 


34.3% 2000 


Aircraft & Parts 
25.6% Computer: 


Pharmaceuticals 
3.7% 


Source: Statistics Canada Communications Elect. 
53.5% 
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_ _ Composition of 
..-aS Well as imports High-Technology Imports 


Computers 
34.4% 


1988 


* Communications-Electronics’ share 


of high-technology imports , 
increased from 35.4% in 1988 to le 
55.2% in 2000. 25.2% 


¢ Pharmaceuticals almost doubled its Communications Elect. 


share, from 5.0% to 9.2%. Pharmaceuticals 35.4% 2000 
Aircraft 


& Parts 


5.0% 


¢ In contrast, the shares of Computers 


as well as Aircraft & Parts have 
declined. Pharmaceuticals 


9.2% 


14.8% 


Computers 
20.8% 


Hen! Source: Statistics Canada Communications Elect. 
The trade deficit in eeity 
Communications Electronics Balance of Trade in 
also increased considerably High-Technology Industries 
ats ae $ Billions 
* At $9.4 billion, the trade deficit in 4 


Communications Electronics accounted 
for approximately 60% of the total high- 2 
technology trade deficit. 0 


¢ Itis also interesting to note, that -2 
this deficit is in electronic parts & 
components as Canada maintains a 
surplus in communications -6 
equipment. : 


¢ Aircraft & Parts on the other hand, has -10 
posted a trade surplus since 1989, albeit 


Aerospace Computers 
Communications- Pharmaceuticals 

small. Electronics 

Source: Statistics Canada 
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Industries... .» 


“je 


Distribution of High-Technology 


The U.S. continued to account Exports by Country/Region 


for an ever increasing share of 
Canada’s manufacturing 
high-technology exports 


¢ In 2000, 81.1% of manufacturing 
high-technology exports were destined for 
the U.S., compared to 71% in 1988. 


1.0% U.S. 
81.1% 2000 


— E.U. 
Asia-Pacific 17.0% 
4.0% 


¢ The shares of all non-U.S. destinations 
have declined considerably — particularly 


thesHage ROW 


3.7% 
Japan 
0.7% 
E.U. 
11.0% 
Source: Statistics Canada Asia-Pacific 
3.5% 


Distribution of High-Technology 


However, the U.S. share of 
Imports by Country/Region 


our high-technology 
imports has fallen 


¢ In contrast to exports, the U.S. 
share of Canadian 
high-technology imports has 
declined from 60.4% in 1988 to 


46.8% in 2000. 
Asia-Pacific ~ 


¢ The shares of E.U. and Japan also oe E.U. 
fell, while the shares of 13.2 
Asia-Pacific and the rest of the 
world (ROW) increased 
significantly. Asia-Pacific 
15.6% 


Source: Statistics Canada 
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Canada’s high-technology 
trade surplus with the U.S. 
increased ten-fold in 2000... 


* Canada’s trade deficit with the U.S. in 
high-technology products had been 
shrinking steadily for over a decade. 
For the first time, in 1999, Canada 
registered a surplus of $757 million. 
The surplus increased tenfold in 2000 
to $7.4 billion. 


...driven by huge surpluses in 
Communications-Electronics 


* The turn-around in Canada’s high- 
technology trade with the U.S. was 
mainly due to the communications- 


electronics industry: Canada’s exports to 
the U.S. increased by 68%, and imports 
from the U.S. by 19% between 1999 and 


2000 in this area. 


> In 2000, Canada had a more than 
$7 billion surplus in 


Communications-Electronics with the 


apes 


Canada's High-Technology Trade 
with the U.S. 


$ Billions 
50 


40 Exports 
\ 

30 

20 


10 


Balance 
Noo 
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Source: Statistics Canada 


Canada's Trade with the U.S. in 


Communications-Electronics 
$ Billions 
25 


Exports 
20 \ 
15 
\ 
10 Imports 
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Highlights 


%: In May, Canadian merchandise 
exports and imports both dipped, 
although the decline in exports was 
slightly less than that for imports. 
As a result, Canada’s overall trade 
surplus with the world increased 
slightly. 


*. Exports to and imports from the 
U.S. fell by the same rate in May — 
resulting in a slight decline in 
Canada’s trade surplus with the 
U.S. for the month. 


%. The Canadian dollar edged lower 
0.1 US cents over the month. The 
dollar is 1.8 US cents below its level 
of one year ago. 


Key Monthly Trade Indicators 
(May 2001) 


vo Change over | 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* — Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1997 = 100 

Source: DFAIT compilations based on Statistics Canada data. 
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Trade balances remain strong 


- The overall trade surplus increased 
marginally, up $68 million over April 
levels, to almost 7.0 billion in May. 


» The surplus with the U.S. slipped 
$111 million to $9.5 billion last 
month. 


The trade balances with our other major 
trading partners improved over the month. 
Our deficit with the EU narrowed 
marginally, reaching $1.0 billion for May, 
while the balance with Japan improved 
considerably registering a $117 million 
surplus, compared to a deficit of $212 last 
month. 


The Canadian dollar more-or-less 
held its ground 


¢ The Canadian dollar edged 0.1 US¢ lower 
in value in May, reaching 65.0 US¢ for the 
month. The dollar was 1.8 US¢ lower than 
its rate in May of last year. 


* Prices rose across the board — export 
prices, import prices, and commodity prices 
were all up over the month. 
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Canadian Clothing & Textile 
industry has undergone 
dramatic restructuring... 


¢ Between 1990 and 1993, the 
Clothing & Textile industry shed 
more than 42,000 employees — 
about a third of its workforce. 


Since 1993, the industry has 
expanded its workforce by nearly 
25,000 and increased output beyond 
1990 levels. 


* Wages have also increased, rising 
28.6% since 1990 — well beyond the 
manufacturing average. 


...and become much more 
outward oriented 


¢ In 1990, less than 10% of Canada’s 
Clothing & Textile output was 
exported. In 2000, nearly 40% is 
exported. 


¢ Imports saw a similar increase, rising 
from 49% to 86%. 


Definition of Clothing & Textiles 


Leather & Allied Products 
Primary Textiles 

Textile Products 

Clothing 


SIC 17 
SIC 18 
SIC 19 
SIC 24 


Output and Employment in the 
Clothing and Textile Industry 


Thousands 
180 


$ Millions 


6200 
Output 
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5800 
160 
5600 
150 
5400 
Employment 
5200 (RHS) 140 
5000 130 
1990 1995 2000 
Source: Statistics Canada 
Outward Orientation of the 
Clothing and Textile Industry 
400 Percent 
Imports/ 
80 Shipments 
60 
Exports/ 
40 Shipments 
20 
0 
90 91 92 93 94 95 96 97 


Source: Industry Canada compilations based on Statistics Canada data 
Page 3 


98 


Canada’s Clothing & Textiles 


exports boomed over the 
1990s... 


¢ Clothing & Textile exports jumped from 
$1.5 billion in 1990 to $6.8 billion in 
2000, a more than four-fold increase. 


In the 1990s, Clothing & Textiles 
exports increased at an annual rate of 
16.4% — nearly 6 percentage points 
faster than Canada’s total merchandise 
exports. 


...their share of total Canadian 


merchandise exports almost 
doubled 


¢ The share of Clothing & Textiles in 
Canada’s total merchandise exports 
increased from 1.1% in 1990 to a peak 
of 2.0% in 1998, before falling off 
slightly in 1999 and 2000. 


Average Annual Growth of 
Canada's Exports by Industry, 
Percent 1990-2000 


Plastics Cee eae ee : 
Clothing&Textiles[ st. 
Crude Petroleum Rea ee, 8 15.4 
Electronics BRA a 415.1 
Other Industries oe ee 13.7 
Rubber Ji 12.3 
Machinery re ih ga 12.0 
Chemical & Chemical Products oe 10.7 
Transportation Equipment poe ee 10.5 
Food, Bev. & Tobacco Pie ae 9.5 
Wood, Furniture & Paper ee 8.7 


Metals & Non-metallic Minerals baie 6.8 
Agriculture, Forestry & Mining He] 4.2 


Total Merchandise Cos 10.7 


Source: Industry Canada compilations based on Statistics Canada data 


Clothing & Textiles Share of 
Canada's Total Exports 
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Clothing & Textile export 
growth was primarily driven 
by “specialty clothing” 
exports... 


° “Specialty Clothing” includes 
Hosiery, Men/Boy Pants, Sweaters, 
Men/Boy Shirts & Underwear and 
Women’s Sportswear. 


These five sub-industries accounted 
for only 8.6% of Clothing & Text 


29.1% by 2000. 


At the same time, Man Made Fibre 
sub-industry, which had the largest 
share in 1990, accounting for nearly 
a third of Clothing & Textile exports 
in 1990, declined to only 14.7% by 
2000. 


...all five sub-industries 


substantially increased their 


share of Clothing & Textile 
exports 


¢ Sweaters, was the fastest growing 
sub-industry within Clothing & 
Textiles, which grew at an average 
annual rate of 42% over the 1990s 


and as a result, saw its share increase 


more than seven fold to 5.7% 


Even Women’s Sportswear, the 
slowest growing among the five, 
grew at an average annual rate of 
more than 25%. 


: Mf oth 
exports in 1990, but increased to Feiby,, 


Industry Composition of Canada's 
Clothing & Textiles Exports 


2000 


Man Made 
Fibre 
14.7% 


Specialty 


All Other Clothing 
56.2% 29.1% 


Specialty 


Clothing 
8.6% 


Source: Industry Canada compilations based on Statistics Canada data 


Specialty Clothing 
Industries Share of Total, 


4990-2000 ed 
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57 
4.2 
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Hosiery Men/Boy Sweaters Men/Boy Women's 
Pants Shirts & Sportswear 


Underwear 


Source: Industry Canada compilations based on Statistics Canada data 


Textile Industry 


Distribution of Canada's Clothing 
Ln & Textiles Exports 
The U.S. takes almost 90% 
: us. 2000 
of Canada’s Clothing & 88.8% 
Textiles exports 


1990 


¢ The U.S. share of Canada’s Clothing 
& Textiles exports increased from 
67.8% in 1990 to 88.8% in 2000. 


¢ On the other hand, U.K.’s share 


/ All Oth 
declined from 3.2% in 1990 to just - pe U.K. 9.0% 
0.8% in 2000.. ha 0.8% China 
1.4% 
S. Korea 
More importantly, Source: Industry Canada compilations based on Statistics Canada data 
Canada more than tab vee 
U.S. market & Textiles Imports 
China 2000 
19.8% 
¢ Canada’s share of U.S. Clothing 
& Textile imports increased 
from 1.8% in 1990 to 3.8% in Mexico 
2000. 1990 11.9% f 
i f Hong Kong 
¢ Currently, Canada is the U.S.’s Mexico 3 say 5.2% 
Sth most important source for Hong Kong 2-9” co 
Clothing & Textile imports 11.4% 4.3% 


behind China, Mexico, Hong 
Kong and Italy. Italy 
6.5% 


All Other 


wg °% 51.3% 


Of the major exportin 

countries aa ‘i a | Oe 
, only Mexico 

increased its share more than 


Canada. Korea 


Il Oth 
16.6% All Other 


48.8% 


Source: Industry Canada compilations based on data form the USITC 
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Tariff reductions under the 
FTA give Canada an 
advantage in the U.S. 
market... 


* US. Clothing & Textile imports 
from China pay on average 11% in 
tariffs and duties, this gives Canada a 
special advantage in the U.S. market. 


With the introduction of NAFTA, 
Mexico has gained a similar 
advantage and has also seen rapid 
growth in its share of the U.S. 
Clothing & Textile market. 


This provides evidence that there 
may be some trade diversion effects 
resulting from region trade 
agreements, such as FTA/NAFTA, 
particularly in high tariff industries 
such as Clothing & Textiles. 


...-and improved 
productivity and the weak 
dollar also contributed to 
Canada’s advantage 


¢ Between 1990 and 2000, productivity 
in the Clothing & Textile industry 
increased 13.6%. 


* During this period, the Canadian 
dollar depreciated by about 20% vis- 
a-vis the U.S. dollar. 


U.S. Tariffs vs. Major Countries, 
Clothing & Textiles, Percent 


Lis MI 1990 
[) 2000 
12.1 
ate 11.0 10.9 
rey 
0.5 0.4 
Korea K. Italy China Mexico Canada 


Note: Tariffs calculated from tariff duties collected / total imports 


Source: Industry Canada compilations based on data form the USITC 


Productivity the Dollar 
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= 1.5 
40 
1.4 
38 
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1.2 


Can-US 
Exchange 
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Source: Industry Canada compilations based on OECD data and Statistics Canada data 
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Highlights 


.; In June, Canadian merchandise 
exports fell while imports rose 
slightly, resulting in a narrowing of 
Canada’s overall trade surplus with 
the world. 


.: Similarly, a decline in merchandise 
exports to the U.S. along with an 
increase in imports from the U.S. 
reduced Canada’s trade surplus 
with the U.S. in June. 


. The Canadian dollar gained 1.1 U.S. 
cents over the month. Nevertheless, 
the dollar is 1.4 US cents below its 
level of one year ago. 


Key Monthly Trade Indicators 
(June 2001) 


7 Change over 


previous | previous 
month year 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1997 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


This Month’s Feature Report: 
The Revival of Canada’s Furniture & Fixture Industry 


of th 


Feature report prepared by Aaron Sydor of the Micro-Economic Policy Analysis Branch, Industry Canada under the direction of 
ISSN 1496-192X 


Someshwar Rao. 


# & a Department of Foreign Affairs 
and International Trade 


Ministére des Affaires étrangeres 
et du Commerce international 


Industry industrie 
Canada Canada 


Trade balances weaken ... 


. The overall trade surplus fell $738 million 
over May, to 5.8 billion in June. 


> The monthly surplus with the U.S. 
has fallen for the last two months in a 
row. The balance slipped $667 
million to $8.3 billion in June. 


¢ Monthly trade balances with most other 
major trading partners remain in deficit, 
except for Japan. Our deficit with the EU 
narrowed $60 million to just over $900 
million for June, while the balance with 
Japan improved $114 million to eke out a 
$13 million surplus. 


... aS the Canadian dollar edges 
up 


¢ The Canadian dollar edged up 1.1 US¢ in 
value in June, reaching 66.1 US¢ for the 
month. Nevertheless, the dollar remains 1.8 
US¢ lower than its rate in June of last year. 


¢ A sharp drop in commodity prices pulled 
both export prices and import prices lower 
over the month. 
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The Furniture & F 
industry undertook 
dramatic restructuring in 


Restructuring of the 
Furniture & Fixture Industry 
Index ‘000s $ 


the 1990s... 120 1990 =100 Output Per 2000 
Establishment 
¢ The recession of the early 1990s 410 (RHS) “s 


combined with increased competition 
following the introduction of the 


Canada-U.S. FTA hada substantial 10° hs icy 

impact on Canada’s Furniture & 

Fixture industry — 15,000 jobs were 90 

lost (about 1/4 of the entire industry). 

80 1000 

¢ The average establishment size in the 

Furniture & Fixture industry 70 

increased by nearly 24 times in only hi 

eight years. 60 500 

90 91 92 93 94 95 96 97 98 


¢ Larger firms tend to be more 
productive - exploiting economies of Source: Industry Canada compilations based on Statistics Canada Data 
scale, and are better able to compete 
on international markets. Trade as a 
Percentage of Shipments 


...and became much more 400 
outward oriented 


¢ The outward orientation (exports plus 80 aate 
imports as a share of shipments) xpors 
increased from less than 60% in 1990 
to nearly 120% in 1998. ie 60 
oO 
¢ This was entirely driven by the © 
increase in export orientation which 40 Imports 
increased from 30% to 82% while 
imports remained relatively stable 
around 30%. 20 
0 
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Source: Industry Canada compilations based on Statistics Canada Data 
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Average Annual Growth of 
Canada's Exports by Industry, 


1990-2000 
The Canadian Furniture cos :> ea 
industry has been one of our Furniture & Fixtures L_ 


Clothing & Textiles Paes Pie Oe aie 
top export performers... Crude Petroleun A 
¢ Canada exported nearly $6.9 billion caciMeceneey 
worth of Furniture & Fixtures in Bitter 
2000 — growing at an average Machined eRe 
annual rate of more than 17% over a a 
the 1990s. 


Wood 

» This was the second fastest Chemicals CherGe: Broducts 
growth of all industries. Transportation Equipment 
Food, Bev. & Tobacco 

Metals & Non-metallic Mineral 

Paper 

Agriculture & Mining 


Total Merchandise eee) | 


0 § 10 15 20 
Percent 
Source: Industry Canada compilations based on Statistics Canada Data 


...and saw its share of 


Feet Feeprearndt eontaval Furniture and Fixtures Share of 
ae Be y Canada's Total Merchandise Exports 
double 2.5 
¢ The share of Furniture & Fixtures in 2 


tee IS 
total Canadian merchandise exports 


increased from 1% in 1990 to 1.8% ¢ 15 
in 2000. oae 
: 
1 
0 


90 91 92 93 94 95° 96 97 98 99 ‘O 


Source: Industry Canada compilations based on Statistics Canada Data 
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All three major 
categories of 
furniture increased 
in share... 


¢ The three major 

categories of furniture; 
household, office and 
industrial, all saw their 
share increase between 
1990 and 2000 at the 
expense of “other” 
furniture and fixtures. 


...and saw their 
trade balance 
increase 


¢ The trade balance in 
Furniture and Fixtures 
increased from a small 
surplus of $126 million in 
1990 to more than $4.2 
billion in 2000. 


» All sub-sectors also 
posted large surpluses. 


Furniture & Fixture Industry 


Composition 
1990 2000 
Other Other Industrial 
Furniture Furnitur Furniture 


Industrial 
Furniture Office 


Household Furniture 


Furniture Household 


Office Furniture 


Furniture 


Source: Industry Canada compilations based on Statistics Canada Data 


Trade Balances for Furniture & Fixture Industry, 
$ Millions 


Household -259.7 


Furniture 
968.8 


195.6 


Office 


Furniture 1823.5 


: -62.3 
Industrial 


Furniture 334.4 


Other Furniture 252.3 


& Fixtures 4077.1 


Source: Industry Canada compilations based on Statistics Canada Data 


Page 5 


Distribution of Canada’s 
Furniture & Fixture Exports 
But exports were highly 
concentrated in the U.S. 1990 2000 


market 


¢ U.S. share of Canadian Furniture & 2.7% 
Fixture exports has always been high, Germany pp U.K. 
accounting for 96% of exports in 0.5% / ” 
1990 and 97% in 2000. 


U.S. U.S. 


Source: Industry Canada compilations based on data from USITC 


China and Mexico Distribution of U.S. Imports of 
outperformed us in 


the U.S. market Furniture & Fixtures 


2000 


¢ Canada’s share of U.S. 
imports increased only 
slightly, from 23% in 1990 1990 
to 24% in 2000. 


China Other 


China and Mexico, our 

major competitors had 

24% and 16% of the U.S. 
market respectively in Taiwan 
2000. China’s share 

increased by more than 
twelve-fold in the 1990s. 
Mexico’s share increased 

by more than 5 percentage 
points. 


Taiwan 


Mexico 


Mexico 


Canada 
Source: Industry Canada compilations based on Statistics Canada Data 
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U.S. Imports and Canadian Exports 
of Furniture & Fixtures 


Canada’s strong export Peete 
performance was driven by 
strong growth in U.S. 
emand... 
d and 300 Canadian 


Exports 


* Between 1990 and 2000, exports of 
Furniture & Fixtures increased 
375%, U.S. imports of these 


products increased 357%. 200 


100 


0 
90 91 92 93 94 95 96 97 98 99 '00 


Source: Industry Canada compilations based on data from Statistics Canada and 
USITC. 


.--and large increases in labour 
productivity growth 


¢ Labour productivity growth in Furniture 
& Fixtures averaged 5.5% over the 
1990s — more than double the 
manufacturing average. 


>» The Furniture & Fixture industry had 
the third fastest productivity growth 
of any manufacturing industry in 
Canada between 1990 and 2000 - 
only Electrical & Electronics and 
Rubber did better. 


Labour Productivity Growth 


Index 
(1990=100) 
170 


Furniture 
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130 
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- Source: Industry Canada compilations based on data from USITC 
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Highlights 


In July, Canadian merchandise 
exports fell while imports remained 
unchanged, resulting in a narrowing 
of Canada’s overall trade surplus 
with the world. 


» A decline in merchandise exports to 
the U.S. combined with an increase 
in imports from the U.S. reduced 
Canada’s trade surplus with the 
U.S. in July. 


-: The Canadian dollar dipped US 0.8¢ 
over the month, and is almost 

US 2.0¢ below its level of one year 
ago. 


Key Monthly Trade Indicators 
(July 2001) 


% change over | 


previous | previous 
month year 
0.2 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* Data in levels only, 

** Index (1982-90 = 100) 

*** Index 1997 = 100 

Source: DFAIT compilations based on Statistics Canada data. 
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This Month’s Feature Report: 
Canada - Japan Commercial Linkages: Recent Trends 


SLL aaa aa aa na 


Feature report prepared by Aaron Sydor and Sarah Fisher of the Micto-Economic Policy Analysis Branch, Industry Canada under the 


direction of Someshwar Rao. 


Department of Foreign Aftairs 
and International Trade 


ivi 


Ministere des Affaires étrangéres 
et du Commerce international 
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Trade balances diminish ... 


- The overall trade surplus declined 
$140 million over June levels, to 5.4 billion 
in July. 


>» The monthly surplus with the U.S. 
has fallen for the last three months in 
arow. The balance slipped 
$350 million to $8.0 billion in July. 


¢ Monthly trade balances with all other major 
trading partners remain in deficit. Our 
deficit with the EU narrowed $176 million 
to just under $800 million for July, while 
the balance with Japan widened $67 million 
to a $113 million deficit. 


... aS does the Canadian dollar 


¢ The Canadian dollar slipped back into the 
65-cent range, losing US 0.8¢ in value in 
July, to settle at US 65.3¢ for the month. 
The dollar is almost US 2.0¢ lower than its 
rate in July of last year. 


¢ The decline in the dollar was likely 
precipitated by a sharp drop in commodity 
prices. Nonetheless, the terms of trade 
improved (1.e., the ratio of export prices to 
import prices) as export prices were up 
slightly while import prices fell over the 
month. 
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Japan's Real GDP Growth 


Percent 
The Japanese economy has 6 


been in a prolonged 


economic slump since 1992 4 
* Between 1992 and 2000, the 4 
eae ahem mo) | | ey 
¢ During the same period, the U.S. 


economy expanded at an average -2 
annual rate of 3.7%. 


NO 


So 
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Source: Industry Canada compilations based on International Monetary Fund data 


; Yen per Canadian Dollar 
But, the Yen appreciated 


vis-a-vis the Canadian dollar a 117.3 
107.8 
* The number of yen per Canadian 
dollar declined from 124.1 in 1990 to 86.2 apy lta, 88.3 
72.6 in 2000, reducing Japan’s cost 74.8 ae Tee 726 
competitiveness. | | _. 
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Source: Industry Canada compilations based on Statistics Canada & OECD data 
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As a result, Canada’s 
merchandise trade flows 
with Japan have not 
expanded a great deal... 


Canada’s exports to Japan have 
reached $9.2 billion in 2000, an 
increase of only $1 billion since 
1990. 


» Canadian exports to Japan peaked 
at $12.1 billion in 1995 and 1996, 
before dropping off significantly. 


Imports from Japan increased from 
$9.5 billion in 1990 to $16.6 billion 
in 2000 - a reasonably strong annual 
rate of growth of 5.7%, mainly due to 
relatively strong economic growth in 
Canada. 


..resulting in a sharp 


decline in Japan’s share of 


Canadian merchandise trade 


¢ Japan’s share of Canadian 
merchandise exports fell from 5.5% 
in 1990 to 2.2% in 2000. 


¢ Similarly, Japan’s share of Canadian 
merchandise imports fell from 7% in 
1990 to 4.5% in 1996, before 
recovering slightly to 4.7% by 2000. 


Canada's Merchandise Trade with Japan 


29 Billions $ 
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Source: Industry Canada compilations based on Statistics Canada data 
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Source: Industry Canada compilations based on Statistics Canada data 
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Canada's Merchandise Exports to Japan 


Canada’s exports to Japan 
are mostly in resource and 


resource-based industries 


Agr. & Mining 


¢ Resource and Resource-based 
industries account for nearly 87% — Food 
of Canada’s exports to Japan, & Bev.@ 
although this has declined 


somewhat from 90% in 1990. ood Other oon 


Prim./Fab. 


Agr. & 
Metals & Bev. g 
> Nearly 30% of Canada’s exports ini 


are in Agriculture and Mining, 

although this has declined 

considerably from almost 45% in Wood 
1990. 


> On the other hand, the Prim./Fab, 
importance of resource-based Metals Other 
manufactured products such as 
wood and paper products Canada's Merchandise Imports from Japan 
increased significantly. 


While Canadian imports 
from Japan are mostly in 
Machinery & 
Transportation Equipment 
and Electronics 


Machinery 
& Transp. 


¢ Machin Transportation 
Machinery & p 2.3% Machinery 


Equipment accounted for about 

: ; & Transp. 
half of Canada’s imports from oe Prim /Fab. iti P 
Japan in 2000, down five Metals 
percentage points from 1990. 


Electronics accounted for another 
31% of imports from Japan in Electrical ae 
2000, which was an increase of electrons 
five percentage points from 1990 

levels. 


Other 


Rubber 
Prim./Fab. & Plastic 


Metals 


Source: Compilations based on Statistics Canada data 


& Allied 


Canadian services Tene with Canada's Services Trade with Japan 


Japan has grown much faster 4999 _+~—Millions $ 
than merchandise trade 


1700 
¢ Canadian service exports to Japan rose 
from $1 billion in 1990 to $1.6 billion 1500 


in 2000; an average annual rate of 
growth of 5.2% — nearly double that 1300 


of merchandise exports. Exports Imports 
1100 
¢ This may be a result of growing 900 
investment linkages between the 
two countries. 700 
* Canadian service imports from Japan 500 
rose at an even more rapid pace, 90 91 92 93 94 95 96 97 98 99 ‘00 


increasing from $0.7 billion in 1990 to 
$1.9 billion in 2000, an average annual Source: Industry Canada compilations based on Statistics Canada data 
bd ) 


10) 
a Canada's Exports of Services to 


>» Asaresult, the share of services Japan by Major Industry 
in total exports to Japan rose 1990 
from 10.5% to 14.7% while tha Travel 
of imports increased from 6.6% 
to 10.2%. 


™ Gov't Services 
: 0 
(0) 


Export growth was driven by 
commercial services... Commercial 
Services 


ial services in _‘Transporiall (_2000 ) 
* The share of Commercial services in Sportation | 2000 | 


Canada’s total service exports to Japan 
increased dramatically, from 14.4% in Travel 
1990 to 28.3% in 2000. 


Gov't Services 


* The share of Transportation and travel soy 
. ° 


services both fell. 


Transportation , 
Commercial 
Services 


Page 6 Source: Compilations based on Statistics Canada data 


Canada's Imports of Services from 


Japan by Major Industry 


-..aS Was Import growth 


* The share of commercial 
services in Canadian service 
imports from Japan increased i 
tremendously, from 28.4% in Transportation 


1990 to 66.5% in 2000. Commercial 


Services 


Gov't Services 
3.9% 


¢ The share of all other major Transportation 
service groups fell over the 
same period. 


b Travel 
Commercial 


Services 
Gov't 
Services 
1.9% 


Canadian direct investment in 


Japan has increased 
considerably 


Source: Compilations based on Statistics Canada data 


Japan's Share of Canada's FDI Stock 
S Percent 


* Canadian outward FDI in Japan 
increased from just $0.9 billion in 1990 4 Inward 
to $5.5 billion in 2000. As a result 
Japan’s share of Canadian outward FDI 


doubled during this period, reaching 2% 3 
in 2000. 
* Japanese investment in Canada also é Outward 
increased, from $5.2 billion in 1990 to 
$8.4 billion in 2000. However, as a 1 
share in total Canadian inward 
investment, Japan declined from 4% to 0 
7. 90 91 92 93 94 95 96 97 98 99 ‘00 


Source: Compilations based on Statistics Canada data 
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Highlights 


: In August, a larger fall in exports 
relative to imports, resulted in a 
narrowing of Canada’s overall trade 
surplus with the world. 


Merchandise exports to the U.S. fell 
more than imports from the U.S., 
% thus reducing Canada’s trade 
surplus with the U.S. in August. 


The Canadian dollar dipped 
U.S.0.8¢ over the month, and is 

%: almost U.S.3.5¢ below its level of one 
year ago. 


Key Monthly Trade Indicators 
(August 2001) 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 
Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1997 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Canada’s Trade with Least Developed Countries 


Feature report prepared by Aaron a Sydor and Sarah Fisher of the Micto-EConomnte Poliey ANI Branch, Industry Canada under the 
ISSN 1496-192X 


direction of Someshwar Rao. 


e ae zB Department of Foreign Affairs 
and International Trade 


Ministére des Affaires étrangéres 
et du Commerce international 


Ion sey Ee 


Trade balances shrink ... 


- The overall trade surplus fell by almost 
$1 billion over July levels, to $4.4 billion in 
August. 


» The monthly surplus with the U.S. 
also fell over August. The balance 
slipped $292 million to just above 
$8.0 billion in August. 


¢ Monthly trade deficits with all other major 
trading partners increased. Our deficit with 
the E.U. expanded $314 million to just 
under $1.3 billion for August, while the 
balance with Japan widened $159 million to 
a $326 million deficit. 


... aS does the value of the 
Canadian dollar 


¢ The Canadian dollar lost U.S.0.84¢ in value 
in August after having fallen U.S.0.8¢ the 
previous month. The dollar is almost 
U.S.3.5¢ lower than its rate in August of 
last year. 


¢ The decline in the dollar was accompanied 
by a decline of the terms of trade (i.e., the 
ratio of export prices to import prices) as 
export prices fell while import prices were 
up slightly over the month. Commodity 
prices, however, managed to rise over the 
month. 
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0.65 
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0.6: 


1997 


"narnal 
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| 
| 
| 
Exports; 
to U.S. | 


Balance 
| 


Commodity 


Canadian dollar 


1999 2000 = =2001 2002 


Source: Statistics Canada, Bank of Canada 


Forty-nine countries, are currently identified as a “least developed country” 
(LDC) under the United Nations (U.N.) classification. The majority of these 
countries (88%) lie within the African and Asian continent. LDCs account for 
nearly a quarter of the world in terms of the number of countries and more than 
one tenth in terms of population. However, their share of world Gross Domestic 
Product (GDP) is less than one percent. 


The World's developed countries help LDCs develop economically and socially 
through special tariffs, foreign aid and investment. 


According to the U.N. definition, in order to qualify as an LDC., a country must 
meet all of the following criteria: 


— A low-income criteria based on a three year average estimate of per capita 
GDP (under $900 for inclusion, above $1,035 for graduation). 


— A human resource weakness criteria, which measures nutrition. health. 
education and adult literacy. 


—  Aneconomic vulnerability criteria, which measures the instability of 
agricultural production, exports of goods & services, the economic 
importance of non-traditional activities, merchandise export concentration 
and the handicap of economic smallness. 


— A population of less than 75 million. 


r4e@2Ho.. = 
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LDC’s Real GDP 


LDC's GDP grew at a 
considerably stronger pace 
in the second half of the 
1990's... 


¢ In 1998, the combined GDP of the LDCs 
was U.S.$170 billion, approximately 1/4 
of the Canadian GDP. 


¢ LDC’s combined GDP increased at an 
average annual rate of 4.4% between 
1996 and 1998, doubling the rate of the 
first half of the 1990’s. 


...but due to rapid 
population growth, the 
improvement in their 
standard of living has been 
weak 


¢ The combined population of the 49 LDCs 
was approximately 619 million in 1998, 


with an average per capita GDP of 
U.S.$274.5. 


— By comparison, Canada's per capita 
GDP in 1998 was U.S.$20.4 thousand.* 


¢ Over the last ten years, LDC’s population 
increased at an average annual rate of 
2.4%. Asa result, only a slight 
improvement has been made in the living 
standards. 


* At market exchange rates 


(constant 1995 U.S.$) 


Billions $ 


925.93 47.04) LOS" -96 7) 97 


Calculations do not include Senegal and Tuvalu 
Source: Compilations based on data from the World Bank 


180 


160 


LDC’s Real GDP per Capita 
(constant 1995 U.S.$) 


90 91 92 °93 94 95 (96°97 38 


an 
So 


GDP per capita does not include Senegal and Tuvalu 
Source: Compilations based on data from the World Bank and 


Statistics Canada 
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Distribution of LDC Merchandise Exports 
Western Europe still takes the by Selected Region 


lion’s share of exports from LDCs 


Australia & New 
Zealand rt Canada 1.3% 


LDC’s exports increased from U.S.$18 billion 
in 1990 to U.S.$23 billion in 1999. 


U.S. 24.6% 


° Western Europe was the most important 
destination for exports in 1999 from LDCs at 
42%, however, this has declined from 57.2% 
in 1990. 


East Asia 8.1% > 


° United States experienced an increase in its 
share of exports from LDCs, rising from 25% 
in 1990 to over 29% in 1999. This is most Western Europe 57.2% 
likely attributable to the U.S.’ strong economic 
growth over the 1990's. 


° Canada's share of LDC's merchandise exports 
remained constant at 1.3% over the 1990's. seode 
° (0) 
¥ 


° Many advanced nations including Canada, 
U.S. and E.U. provide preferential tariff 
treatment for LDCs, include zero tariff rates on 
many products. 


east Asia 16.4% 


<— Japan 4.3% 
—~ China 5.9% 


Australia & New 
Zealand .7% 


Western 
Europe 42% 


Source: Compilations based on data from World Trade Organization 
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LDCs also import largely 
from Western Europe 


. LDC’s imports grew by U.S.$5 billion 
between 1990 to 1999, reaching 
U.S.$23 billion in 1999. 


° Western Europe accounts for the largest 
share at 39.6%, but its share has fallen 
17 percentage points over the 1990's. 


° China's share of LDC’s imports more 
than doubled during the 1990's and now 
stands at 10.9% - which is larger than 
that of the U.S. 


° Over the last ten years, Canada's exports 
to LDCs increased by over $150 
million, and now account for almost 2% 
of LDC’s imports. 


° Imports from East Asia doubled in size 
over the 1990's. 


Distribution of LDC Merchandise Imports 
by Selected Region 


Western Europe 
56.9% 


| 
as: 
10% 
j ree East Asia 
Australia & New 
Zealand 2.2% | 15.9% 
0 
Canada 3.93% 9.49% 
1.58% 
Western Europe 
39.6% 
¥ , Canada 
1.9% 
Australia & New —U.S. 9.8% 
Zealand1.8% ___ 
China 10.9% 4 
Japan East Asia 29.4% 
6.5% 
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Source: Compilations based on data from World Trade 
Organization 


Canada’s Merchandise Exports & Imports 


with LCDs* 
; Millions $ 
Canada's trade with LDCs 
: : 5 500 
has increased significantly... Imports 
400 
° Canada’s exports to LDCs increased over 
the past decade, rising by $50 million for 300 
a total export value of $334 million in ies 
2000. 200 
100 


° Canadian imports from LDCs totaled 
$357 million in 2000, compared to A 
$240 million in 1990. 90 91 92 93 94 95 96 97 98 99 ‘00 


Exports & Imports do not include Senegal and Myanmar 
Source: Compilations based on data from Statistics Canada 


...however, their share of LDC’s Share of Canada’s Merchandise 
Canada's total trade declined Imports and Exports’ 
considerably Percent 

0.25 


° Over the past decade, LDC's share of 
Canadian imports and exports have 


0.2 Imports 
dropped by half and now stand at .1% and 
.09% respectively. 
0.15 
we Exports 
0.05 
0 


90 91 92 93 94 95 96 97 98 99 ‘0 


“Exports & Imports do not include Senegal and Myanmar 


ANS 7) Source: Compilations based on data from Statistics Canada 


Canada's Merchandise Exports to LDC's 
by Industry 


More than two-third of Canada’s 


exports to LDCs are in resource Agri.& Mining 54.5% 
and resource-based industries 4 


° ‘Agricultural and Mining products 
represent over 55% of Canada’s exports to 3 
LDCs. Total value increased from Food, Bev. & 
$140 million in 1990 to $215 million in Tob. 10.7% — 


y Other 5.5% 
Chem.& Chem. 


— Products 4.6% 
x Electrical & 
Electronic 5.9% 


Ke). : Ad 
Textiles & Clothing | Mach. & Transport. 
2% : 12.1% 
Primary, Non & 
’ Fab. Metals 4.7% 
° The commodity structure of exports more 


or less remained the same over the 1990s. 


Agri. & Mining 55.3% 
| 


*— Other 9% 


gf ~ Chem. & Chem. 
+ Products 6.1% 
| Electrical & 

Electronic 7.5% 
Primary, Non & Mach. & : a ee 
Fab. Metals 3.1% Transport. 9.4% 


Food, Bev. & Tob. 
9.2% ay 


Textiles & Cloth. .4% 


Source: Compilations based on data from Statistics Canada 
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Leather, Textiles and Clothing 
account for over 50% of 
imports from LDCs 


° Canada allows duty-free access on a 
wide range of products from “least 
developed countries”. However, these 
countries first need to qualify for the 
General Preferential Tariff (GPT). But, 
most textiles, apparel, some agricultural 
products, refined sugar and some 
industrial goods are not covered under 
dtd 


° Leather, Textile and Clothing products 
more than doubled their share of imports 
from LDCs over the 1990’s. In 1990, 
imports were valued at $48.1 million 
compared to $173.1 million in 1999. 
Their share of Canadian imports from 
LDCs increased from 20.4% in 1990 to 
over 55% in 1999. 


° On the other hand, the contribution of 
crude petroleum and natural gas imports 
fell from 30% in 1990 to almost 0% in 
1999, mainly because of civil unrest in 
Angola, the main oil exporter. 


Canada's Merchandise Imports from 
LDCs by Industry 


Logging & ex 
Forestry 1.5% 


. A) : 
Food, Bev. & Agri. & Mining 35.2% 


Tob. 4.1% 


Leather, Textile &_ 

Cloth. 20.4% 
Primary, Non & 

Fab. Metals.15%. 


_ ] Crude Petrol. 


Nat. Gas 30% 


Other 6% 


Chem. & Chem. 
Products 2.8% 


Electrical & 
Electronic 
4% 


Logging &—~ 
Forestry .04 


Food, Bev. & Agri. & Mining 
Tob. 4.4% 28.8% 


Crude Petroi. & 
Nat. Gas .002% 


Leather, Textil 
& __ 
Cloth. 55.5% 


ay “Other 3.1% 
hem. & Chem. 
\ Products 1.3% 
Electrical & 

‘ Electronic 3.8% 

Primary, Non&Fab. 

Metals 3.1% 


Source: Compilations based on data from Statistics Canada 
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Foreign direct investment (FDI) 
flows in LDCs increased by 
almost nine fold in the 1990’s 


FDI in LDCs have increased substantially 
over the past 10 years from $0.6 billion in 
1990 to $5.2 billion in 1999. 


On the other hand, official development 
assistance (ODA) to LDCs is declining in 
importance. They received only 

$11.6 billion of ODA in 1999, compared 
to $16.7 billion in 1990. 


France and United Kingdom are the 
principal sources of FDI in African LDCs. 
However, European countries as a whole, 
represent the main source of FDI in most 


World FDI and ODA to LDCs 


Billions U.S.$ 
20 


15 


10 


ODA 


FDI Flows 


Source: Compilations based on data from UNCTAD and DFAIT 


LDEs: 


Afghanistan 
Bangladesh 
Bhutan 
Burundi 
Cape Verde 
Chad 


Democratic Rep. of the Congo 


Equatorial Guinea 
Ethiopia 

Guinea 

Solomon Islands 
Tuvalu 


Lao People’s Democratic Rep. 


Angola 

Benin 
Burkina Faso 
Cambodia 
Central African Rep. 
Comoros 
Djibouti 
Eritrea 
Gambia 
Guinea-Bissau 
Somalia 


Uganda 


Countries currently listed by the U.N. as an LDC are: 


Haiti 
Kiribati 
Zambia 
Lesotho 
Liberia 
Madagascar 
Malawi 
Maldives 
Mali 


Mauritania 
Sudan 


Vanuatu 


Page 10 


Mozambique 
Myanmar 
Yemen 
Nepal 

Niger 
Rwanda 
Samoa 

Sao Tome and Principe 
Senegal 
Sierra Leone 
Togo 


United Rep. of Tanzania 


Highlights 


,; In September, Canadian 
merchandise imports fell more than 
exports resulting in a widening of 
Canada’s overall trade surplus with 
the world. 


%: Merchandise imports from the U.S. 
also fell more than did exports to the 
U.S., thus increasing Canada’s trade 
surplus with the U.S. in September. 


4: The September 11 terrorist attacks 
on the U.S. caused temporary delays 
in the flow of goods between the two 
countries. 


%: The Canadian dollar dipped 1.1 US 
cents over the month, and is almost 
3.2 US cents below its level of one 
year ago. 


Key Monthly Trade Indicators 
(September 2001) 


Exports 
- Exports to U.S. 


imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 
Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices** 


* — Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1997 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


Feature report prepared by Aaron Sydor of the Micro-Economic Policy Analysis Branch, Industry Canada under the direction of 


Someshwar Rao. 


ISSN 1496-192 
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and International Trade et du Commerce international 


Trade balances expand ... 


- The overall trade surplus increased by 
almost $800 million over the level recorded 
for August, to 4.7 billion in September. 


>» The monthly surplus with the U.S. 
also expanded over the month. The 
balance improved $350 million to just 
below $7.8 billion in September. 


¢ Monthly trade balances with all other major 
trading partners remain in deficit. Our 
deficit with the EU expanded $86 million to 
just over $1.3 billion for September, while 
the balance with Japan narrowed $258 
million to a $54 million deficit. 


... aS the value of the Canadian 
dollar continues to slide 
downwards 


¢ The Canadian dollar lost 1.1 US¢ in value 
in September after having fallen 0.8 US¢ 
for each of the previous two months. The 
dollar is almost 3.2 US¢ lower than its rate 
in September of last year. 


* In step with the decline in the dollar, prices 
fell across the board as export prices, import 
prices, and commodity prices all fell over 
the month. 
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Highlights 


/ In October, Canadian merchandise 
exports fell more than imports, thus 
diminishing Canada’s overall trade 
surplus with the world. 


»' Merchandise exports to the U.S. also 
fell faster than did imports from the 
U.S. resulting in a narrowing of 
Canada’s trade surplus with the 
U.S. in October. 


»: The Canadian dollar dropped a 
further 0.5 US cents over the month, 
and is 2.7 US cents below its level of 
October, one year ago. 


Key Monthly Trade Indicators 
(October 2001) 


7 Change over 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


|Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* — Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1997 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


This Month’s Feature Report: 
U.S. - Canada Linkages: An American Perspective 


eature report prepared by Aaron Sydor and Carolyn 
the direction of Someshwar Rao. 
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Trade balances fall ... 


w 
n 


- The overall trade surplus fell by 
$133 million to $4.2 billion in October. 


w 
(—) 


! 
1 
| 


Billions 


Exports, 
to US. | 


>» The monthly surplus with the U.S. 
also contracted over the month. The 20 
balance dropped $333 million to just 
below $7.2 billion in October. 
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¢ Monthly trade balances with all other major 
trading partners remain in deficit. Our 
deficit with the EU expanded $31 million to 
just over $1.3 billion for October, while the 
balance with Japan increased $65 million to 
a $149 million deficit. 


Billions 


100) 


... and the value of the Canadian 
dollar continues to fall 


¢ The Canadian dollar fell for the fourth 
straight month in October as it lost a further 
0.5 US¢ in value over the month. The 
dollar is slightly more than 2.7 US¢ lower 
than its rate in October of last year. 


Index (1982-90 


* Export, import and commodity prices fell 
across the board for the second consecutive 
month. 


Canadian dollar 


1997 1998 1999 2000 2001 2002 


Source: Statistics Canada, Bank of Canada 
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Note: All values presented in this special report are in U.S. dollars 


U.S.-Canada Trade 


U.S.-Canada trade has more US$ Billions 
than doubled over the 1990s 400 


* More the $1 billion in trade crosses the 
U.S.-Canada border every day. 
300 
¢ In 1990, exports to Canada amounted to 
close to $83 billion dollars and increased to 
$176 billion in 2000, an average annual 
0 
growth of 8%. 200 
¢ Imports from Canada, on the other hand, 
grew by close to 10% per year in the 1990s, 


reaching $229 billion in 2000. 100 


0 
90 91 92 93 94 95 96 97 98 99 2000 


Source: USITC 
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Canada is the U.S.'s most 
important destination for 
exports... 


* In 2000, Canada took 23% of total 
U.S. exports, by far the largest 
share among all countries - twice 
that of Mexico and three-times that 
of Japan. 


...and greatest source of 
imports 


¢ Canada also made up close to 20% 
of total imports of the U.S. Japan 
and Mexico both had about 12% of 
total U.S. imports, in 2000. 


Top-5 Destinations for U.S. Exports, 2000 


o5Percent 


Canada Mexico Japan K. Germany 


Source: USITC 


Top-5 Sources of U.S. Imports, 2000 


Percent 
20 


15 


10 
0 


Canada Japan Mexico China Germany 
Source: USITC 
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Canada's Share of U.S. State Global Exports 
(%) and Rank as an Export Market 
Canada is the most 
important export 
destination for 37 of 50 
U.S. states 


¢ For 37 U.S. states, Canada is the 
most important market for exports. 


¢ 18 states send more than 30% of 
their exports to Canada. 


10% - 20% 


Me 20%-30% Mm 30% + 
Much of U.S. - Canadian 


trade is intra-corporate U.S. Intra-firm Trade with Canada, 1998 

¢ Intra-corporate trade accounted for Exports Imports 
about 40% of total U.S.-Canada Intra _p. ieee 
trade in 1998 - about $125 billion su te 
dollars. Non-transportation Non-transportation 


Transportation 


; Transportation 
* The transportation equipment 


industry, including auto 
manufacturers, makes up more 
than half of this total. 


Unassociated Unassociated 
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Cross-border truck traffic 


has increased substantially 


between 1994 and 2000... 


° In 1994, close to 5 million trucks 
crossed the Canada-U.S. border. 
By 2000, the number of truck 
crossings had increased to 7 


million, an increase of 40% in just 


6 years. 


...but only a few crossing 
points handle most of the 
traffic 


* Close to 70% of the traffic passed 
through Michigan and New York. 


¢ The three busiest border crossings 
account for nearly half of all cross- 
border truck traffic. 


Truck Crossings at the Canada-U.S. Border 


Millions 

6 

4 

1994 1995 1996 1997 1998 1999 2000 


Truck Crossings by State, 2000 


Percent 


40 


Mich. N.Y. WashMaine N.D. Vt. Mont. Minn. ldahoAlask 


30 


20 


10 


0 


* loaded and unloaded trucks 
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U.S.-Canada Direct Investment* 
US$ Billions 
250 


Canada-U.S. direct investment 


has also grown rapidly over the 


1990s oy 


¢ Canadian direct investment in the U.S. 
increased at an average annual rate of 
13.1% over the 1990s - significantly faster 
than trade, reaching $100 billion in 2000. 


150 


100 
¢ In 2000, the U.S. had $126 billion invested 


in Canada, compared to less than $70 | 
billion in 1990. 50 


; 
90 91 92 93 94 95 96 97 98 99 ‘00 


* Stock 
Source: Bureau of Economic Analysis 


U.S. FDI Stock, 2000 
0 Percent 
Canada is now one of the U.S.’s 
most important sources for 
foreign direct investment 15 


¢ In 2000, Canada ranked sixth highest in 
terms of its total FDI in the U.S. 


; 10 
¢ Canada's total stock of FDI in 2000 
amounted to $101 billion — just over 8% 
of the total investment in the U.S. 
¢ The United Kingdom accounted for ) 
the largest share of investment in the 
U.S. at 18.5% in 2000. 
0 


Source: USBEA 
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Highlights 


/ Rising merchandise exports and 
falling imports caused Canada’s 
overall trade surplus with the world 
to rise in November. 


»: On the other hand, with the U.S. 


falling merchandise exports together 
with rising imports resulted in a 
narrowing of the bilateral trade 
surplus in November. 


»: The Canadian dollar rebounded 
some US0.6¢ over the month; 
nonetheless, it remains US1.5 ¢ 
below its level of November, a year 
earlier. 


Key Monthly Trade Indicators 
(November 2001) 


7 Change over 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


Canadian Dollar (US¢)* 


Export Prices*** 
Import Prices*** 


* Data in levels only. 

** Index (1982-90 = 100) 

*** Index 1997 = 100 

Source: DFAIT compilations based on Statistics Canada data. 


This Month’s Feature Report: 
Canada’s Trade in Services 


Feature report prepared by Aaron Sydor and Sarah Fisher of the Micro 
direction of Someshwar Rao. 


i+i 


Department of Foreign Affairs 
and International Trade 


Ministére des Affaires étrangeéres 
et du Commerce international 


-Economic Policy Analysis Branch, Industry Canada under the 


ISSN 1496-192X 


Lo esathy ropcaonpelie 


The overall trade balance rises ... 


- The overall trade surplus was up half a 
billion dollars to $4.6 billion in November. 


>» The monthly surplus with the US 

- contracted for the second month in a 
row. The balance dropped 
$241 million to just below $6.8 billion 
in November. 


¢ Monthly trade balances with all other major 
trading partners improved over the month, 
but remain in deficit. Our deficit with the 
EU contracted $357 million to $908 million 
for November, while the deficit with Japan 
narrowed $24 million to a $132 million 
deficit. 


... aS does the value of the 
Canadian dollar 


¢ The Canadian dollar rose US0.6¢ in value 
over the month of November. The dollar is 
slightly more than US1.5¢ lower than its 
rate one year earlier. 


¢ Export and import prices continue to slide 


while commodity prices edged up slightly 
after two months of steep cuts. 
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Merchandise Trade 


Exports 


0.65 


0.6 ; 


1997 


1998 


Canadian dollar 


1999 2000 2001 2002 


Source: Statistics Canada, Bank of Canada 


Share of Services in GDP*, 2000 


The service sector accounts for 
more than two-thirds of GDP... 


* The service sector now accounts for more 
than two-thirds of GDP, up just over one 
percentage point since 1990. 


Total GDP*: 786,838 Million 


“ GDP at factor cost, 1992 prices 
Source: Compilations based on Statistics Canada Data 


..and almost three-quarters of Share of Services in Employment, 2001 
employment 


* More than 11 million Canadians are 
employed in the service sector, nearly 
three-quarters of total employment - up 
three percentage points since 1990. 


* The service sector has consistently out- 
performed the goods sector in terms of 
employment growth. 


> Between 1990 and 2001, employment in 
the goods sector grew at an average 


annual rate of 0.2%, compared to 1.7% Total Employment: 15,076,700 
for the service sector. 


Source: Compilations based on Statistics Canada Data 
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January 2002 


Service Trade Balance 


80 
Service 
5 ° Payments 
The service trade deficit 60 
narrowed... Service 
Receipts 
¢ Service receipts (exports) rose at an c 40 
_average annual rate of 9.5% over the 1990s = 
to reach $55.3 billion in 2000, while a) 
payments rose 6.5% annually to reach a 20 
$62.0 billion in 2000. 
¢ The service account balance improved in ; 
the 1990s. In 2000, the trade deficit in gece 
; ie rade 
services was about $6.7 billion, compared Deficit 
to a peak of more than $13 billion in 1993. 
-20 
1990 1995 2000 


¢ The service trade deficit is close to evenly 
split between the three major service 
components - travel, transportation and Source: Compilations based on Statistics Canada data 
commercial services. 
Services Trade Balance vs. 
Can/U.S. Exchange Rate 


...in response to a declining Wye 0 
CanadalU.S. 
dollar Exchange Rate -2 
¢ As the value of the Canadian dollar 1.40 4 
depreciated over the 1990s, service exports 
increased faster than service imports, % 6 @ 
improving Canada's service account = a 
«o 1.30 -8 = 
balance. O a 
. s 
Services -10 
Account 
4.20 Balance 42 
-14 
1.10 -16 
1990 1995 2000 
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Trade has been a small but 


steadily growing component of 
the service sector... 


* The importance of trade (both exports and 
imports) to the service sector has been 
increasing steadily throughout the 1990s. 


» The share of exports to output has 
increased from 5.8 percent in 1990 to 
10.7 percent in 2000 while the share of 
imports to output increased from 
8.4 percent to 11.9 percent. 


This still falls considerably short of the 
manufacturing sector which exported 
56 percent of total shipments in 2000. 


..although the relative 
importance of services in 
Canada's total trade has 
declined markedly in the 1990s 


Percent 


* The relative importance of services in 
Canada's exports and imports declined 
substantially in the 1990s — falling from 
over 16 percent in 1990 to 14 percent in 
2000. 


> This is a result of strong growth of trade 
in goods over the 1990s. 


Share of trade to gross output in services 


Percent 


Imports/Output 


11 
10 
i \ 
8 
7 Exports/Output 
6 
5 
1990 1995 2000 
Source: Statistics Canada 
Share of Services in Total Trade 
21 
19 
Service Imports / 
7 . Total Imports 
15 
13 
Service Exports / 
1 Total Exports 
9 
1990 1995 2000 


Source: Compilations based on Statistics Canada data 
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The US remains the dominant 
market for Canada's service 
exports... 


¢ The US continues to be the dominant 
destination of Canada's service exports, 


accounting for 57 percent of total service 
exports. 


» Canada's service exports are much more 
diversified than is merchandise exports 
where nearly 87 percent of exports is 
bound for the US and unlike merchandise 
trade, the importance of the US has not 
changed much over the past decade. 


...and source for service imports 


¢ The US remains the dominant source of 
service imports into Canada. 


» The US accounts for a slightly higher 
share of service imports than for exports. 
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Percent 


Geographical Distribution of 
Canada's Service Exports 


1990 1995 2000 


Geographical Distribution of 


Percent 


Canada's Service Imports 


1990 1995 2000 


Source: Compilations based on Statistics Canada data 


Exports of commercial services 


gained importance while exports 


of transportation and travel 
services lost ground 


¢ Between 1990 and 2000, the share of 
commercial service exports in total service 
exports rose by 19 percentage points to 49 
percent, at the expense of transportation 
and travel services. 


¢ Commercial services include 
telecommunications; computer and 
information services; insurance and 
financial services; management consultant 
services; R&D services; and, intellectual 
property services and royalties. 


Commercial service imports 
have also increased in 
importance 


¢ The importance of commercial service 
imports rose in the last decade — 
increasing in share by 10 percentage points 
to 49 percent in 2000, at the expense of all 
other services. 


Distribution of Canada's Service 


Percent 


Percent 
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Exports by Commodity 


| Government 
services 


Commercial 
services 


|Transportation 


Travel 


1990 1995 2000 


Distribution of Canada's Service 
Imports by Commodity 


Government 
services 


Commercial 
services 


Transportation 


Travel 


1990 1995 2000 


Source: Compilations based on Statistics Canada data 


R&D, Royalties and Fees and 
Engineering & Construction 
showed the strongest growth 
among Canada’s commercial 
service exports 


¢ Management & Business Services 
along with Finance & Insurance 
account for nearly half of Canada’s 
service exports, although the 
importance of R&D Royalties & Fees 
has seen its share more than double 
over the 1990s. 


¢ R&D, Royalties and Fees grew 
19.6 percent on average over the 
1990s, while Engineering & 
Construction grew 15.0 percent. 


Most of Canada’s service 
imports were in 
Management and Finance 


¢ Management and Finance together 
accounted for more than half of 
Canada’s service imports in 2000 as 
well as the majority of Canada’s 
deficit in commercial services trade. 


¢ Similar to exports, R&D Royalties & 
Fees was the fastest growing 
industry. 


Tele-Computers 
Engin&Const&Rental 
Fin-Insur & Commission 


R&D Royalties and Fees 


Management & 
Business Svc 


Ads & Entertainment 


[11990 #2000 Billions 


Commercial Service Payments 


Tele-Computers 
Engin&Const&Rental 
Fin-Insur & Commission 


R&D Royalties and Fees 


Management & 
Business Svc 


Ads & Entertainment 


Billions 


Source: Compilations based on Statistics Canada data 
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> | Government 
Publications 


Key Monthly Trade Indicators 
(December 2001) 


% change over 


previous | previous 


Highlights 


* With merchandise imports falling 
faster than exports, Canada’s 
overall trade surplus with the world 
increased in December. 


Exports 
- Exports to U.S. 


Imports 


- Imports from U.S. 


%: Similarly, merchandise imports 
from the U.S. fell faster than 
merchandise exports to the U.S., 
resulting in a widening of the 
bilateral trade surplus in December. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 


The Canadian dollar lost nearly 

0.8 US¢ in value over the month as it 
fell to a value that was 3.9 US¢ 
elow its level of December 2000. 


_ICanadian Dollar (US¢)* 


irrent analysis done by Rick Cameron of the Trade and Economic Analysis ivision, DFAIT under the direction 0 = 
Feature report prepared by Aaron Sydor and Sarah Fisher of the Micro-Economic Policy Analysis Branch, Industry Canada under the 
Feature report prepared by Aar yi ISSN 1496-192X 
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Merchandise Trade 


The overall trade balance rises ... bi : ey : 
35 | 
- The overall trade surplus was up ! ! ! ! 
$126 million dollars to $4.5 billion in aaa ! 
December. Bos | ; 'Exports' 
i to U.S. | 
» The monthly surplus with the U.S. 20 | 
widened in December after two ! ! 
monthly contractions. The balance 15 
rose $287 million to just below 
$6.8 billion in December. 754 ! | Balhuce 
1 ! | | ' 
* Monthly trade balances with all other major Z. 1 ! ! | 
trading partners deteriorated over the = 
month, and remain in deficit. Our deficit a 2S | | 
with the EU widened $370 million to es Kouthntnl 
$1.25 billion for December, while the 
balance with Japan broadened some $59 oe 
million to a $168 million deficit. 130 !  Corhmodity' 


l Prices 


! 
I 
' 
Le 
| 


st% 


,. otty wereled shen) Tesve oak’: 


» gtepy ayléee. chet ipmve sal) « 
ni nadie tine an erubieA motto O21 % 
van, winayat) 
io? a ous: Vubnbin. sat « 
oro Van Tod ewdnt) © i vevebhy 
blo Sole gir 
éteos ob Quilon. Fae oat 
fete o4 A Aj TAP Ba 


tol un uly jie oon a oie eee 

i Sa hari) a eo ‘ion mt) 
Abie Cie oma) ert up ti! rt : ps ie 
' A. shit Abe tins ae ; F iv: ° 
a ae bee a an¥t ay 
Nee tyre aa rae a tah nat mY é A 7 i: 


if ie At ah 
, \ ste . 


North-East Region is a large and prosperous 
market for Canadian exports 


Maine 


New York » New Hampshire 


Sie 
X Rhode Island 


Pennsylvania Connecticut 


New Jersey 


North-East Region © 


: GDP 
Population (millions — 
oo ius $, 1999) 


Land Area __ GDP 
(miles sq.) | Growth (% 
2 51995-1999 


kt Gio 
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Marv > 
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But, it’s share of total Canadian 
merchandise exports to the U.S. 
fell significantly in recent years 


* Canadian merchandise exports to the region 
were up almost $29 billion since 1995 and 
stood at $70.8 billion in 2001 (about 22% 
of our total exports to the U.S.) 


* But, the North-East region’s share of total 
Canadian merchandise exports fell by 
nearly three percentage points between 
1998 and 2001, after rising about the same 
amount in the three years prior. 


North-East Region's Share of Canada's Total 
Merchandise Exports to the U.S. 


25 Percent 


24 


23 


22 


21 


20 
95 96 97 98 99 ‘00 01 


Source: Industry Canada compilations based on Statistics Canada Data 
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Resource and Resource-Based 
industries dominate Canada’s 
exports to the North-East... 


* Four of the top five industries that export to 
the North-East are still Resource or 
Resource-Based: Wood & Paper; Oil, Gas 
& Utilities; Primary & Non-ferrous metals; 
and Food, Beverages & Tobacco. 


* The importance of Wood & Paper; Primary 
& Non-ferrous Metals and Electrical & 
Electronic products in Canadian exports to 
North-East declined significantly between 

1995 and 2001. On the other hand, the 
shares of Oil, Gas & Utilities; Chemicals; 

Motor Vehicles: Refined Petroleum. & 

Coal; and Machinery increased 
significantly. 


-Refined Petrol. & Coal _— 


Industrial Distribution of Canada's Exports 
to the North-East 


Electrical & Electronic 
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| Industrial Distribution of Canada's Imports 
.. however, we mainly import from the North-East 
manufactured goods Electrical & Electronic 


* The four largest industries account for more Chemicals 


than half of Canada’s total merchandise Machinery 
imports from the North-East. These are; 


Se 

ae 
Electrical & Electronic products, Motor Vehicles a 

= 

Ea 

Pel 

ar 

ea 

Pl 


Chemicals, Machinery, and Motor } 
Vehicles. m Primary Metal & Non 


Wood & Paper 


* However, this share has fallen slightly from 
1995, largely as a result of a decline in Fabricated Metal 
share in the Electrical & Electronics 
industry. 


Food, Bev. and Tob. 


Misc. 


Other Transp. 
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New York is the main 
destination for 
Canadian exports... 


* New York state represents 
about two-fifths of Canada’s 
trade with the North-East 
region, and this share has 
increased since 1995. 


> The share of Vermont in 
Canada’s merchandise 
exports to the North-East 
declined by almost half 
between 1995 and 2001. 


as well as t the origin 


Share by States in Canadian Exports to U.S. 
North-East Region 


2001 
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Distribution of Canada's Exports by Province 
to U.S. North-East 


The Atlantic and Prairie 
provinces have increased 
their share of Canada’s Quebec 
exports to the North-East 
Region 


2001 


B.C. & 
2.4% Territories 


* Ontario and Quebec still represent 
almost 75% of Canada’s exports to 
the region. But, both provinces lost 
ground between 1995 and 2001. 


B.C. & 


* On the other hand, the Atlantic and 3.0% Territories 


especially the Prairie provinces have 
seen a significant increase in their 
Share... 


Ontario 


The Atlantic provinces saw their 
share increase from 8.6% in 1995 


to. 
-9% in 2001 while the Prairie 
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Distribution of Canada's Imports by Province 


from U.S. North-East 
2001 


Ontario remains, by far, the 
largest importer from the 
North-East region of the 
USS. 


Ontario 


* Ontario alone accounts for almost 
three-quarters of Canada’s imports 
from the North-East region of the U.S. 


and this share has not changed 
considerably since 1995. 1995 


Quebec 


B.C. & | 
Territories 


saw an increase in their share of Ontario ao 


> The Atlantic and Prairie provinces 


imports from the North-East region Wy Prairies 
_ between 1995 and 2001, but not to 


the same extent as their exports. 
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Key Monthly Trade Indicators 
(January 2002) 


Highlights $ 
fnillione previous | previous 


*. Merchandise exports grew almost 
twice as fast as imports, resulting in 
a widening in Canada’s overall 
trade surplus with the world in 
January. 


Exports 
- Exports to U.S. 


Imports 


- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Industry Canada under the 
ISSN 1496-192X 


E Department of Foreign Afiairs — Ministere des Affaires étrangéres 
~ and International Trade et du Commerce international 
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Merchandise Trade 


x 40 | | | i 1 1 

Overall trade balances improve ... : : eee 
35 | 

The overall trade surplus increased | ! ! 
$558 million dollars to $5.1 billion in é # 
January. ao. ! ! ! 

>» The monthly surplus with the U.S. 20 | | | ! 1 ! 

rose $853 million to just over ! | ! 

$7.6 billion in January. 15° 


= Monthly trade balances with our other 
major trading partners also improved over 
: the month, but remain in deficit. _Our deficit 
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South Region 


. _ GDP 
Population __ |(millions US$, 
: 2000) 


4,464,356 _ 119,921 
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South Region's Share of Canada's Total 
Merchandise Exports to the U.S. 


Percent 
The South’s share of Canadian 20 


exports to the U.S. has 
remained relatively constant at 18 
just above 16 percent 


16 
* Canadian merchandise exports to the U.S. 
South increased from $31.2 billion in 
1995 to $53.3 billion in 2001, with an 14 


average annual growth rate of 9.3%. 


. But, the South’s share of Canadian 
merchandise exports to the U.S. stayed 
-onstant at just over 16 percent. 
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The importance of resource 
industries declined in Canada’s 
exports to the South 


* Many resource industries saw their share 
of exports to the South decline 


significantly between 1995 and 2001. 


» The share of Wood & Paper declined 

_ 3.6 percentage points to 13.5%, 

_ Primary Metals declined 3.6 

percentage points to 10.7% and Oil, 
jas & Utilities declined 2.3 percentage 


al & Electronic and Chemicals 
sizable decline in share 
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Industrial Distribution of Canada's 
Exports to the South Region 


Wood & Paper 
Electrical & Electronic 
Machinery 

Motor Vehicles 


Chemicals 


Other Transp. 
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Industrial Distribution of Canada's 
Imports from the South Region 
High-tech industries dominated 


Canadian imports from the Motor Vehicles 
South 


Electrical & Electronic 


* Canadian Imports from the U.S. South Chemicals 
consisted mainly of high-tech industries 
such as Motor Vehicles, Electrical and 


Machinery 
Electronics, Chemicals and Machinery Fabricated Metal leerxe! 
accounting for 64.2% of Canadian imports 


from the South in 2001, up only marginally Rubber & Elastics 
from 62.5% in 1995. Primary Metal & Non - 


Clothing & Textiles 
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Canada’s Exports to the U.S. South, 


Texas accounts for Share by State 
the greatest share of 2001 

Canadian exports Sey 

going to the U.S. 


TX 21.7% 


South U.S.... 


FL 9% 
* Texas accounts for just over 


one-fifth of Canada’s 

exports to the U.S. South a 
21.7% in 2001, down 
‘slightly from 23.4% in 


KY 8.4% 
_ 1X 23.4% 
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Distribution of Canada’s Exports to 
the U.S. South by Province 


Ontario accounts for 2001 
almost half of Canadian 
exports to the U.S. South 


Quebec 


* Ontario’s share of Canadian % s 
exports to the U.S. South 
increased from 46.3% in 1995 to 


47.4% in 2001. 


* On the other hand, the share of BC Ontario 
& Territories declined 
Significantly, 
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Distribution of Canada’s Imports 
from the U.S. South by Province 


More than two-thirds | 3001 
of Canada’s imports i 
from the U.S. South C. & Terr. 


go to Ontario 


* Ontario’s share of imports 
from the U.S. South has not 
changed considerably 
between 1995 and 2001. 
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Goverment 
rr Publications 


Key Monthly Trade Indicators 
(February 2002) 


% change over 


previous | previous 


Highlights 


%: Merchandise imports grew almost 
twice as fast as exports, resulting in 
a narrowing of Canada’s overall 
trade surplus with the world in 
February. 


Exports 
- Exports to U.S. 


Imports 


- Imports from U.S. 


%: Similarly, merchandise imports 
from the U.S. outpaced merchandise 
exports to the U.S., resulting in a j 
_ Slight decline in the bilateral trade 7 
: surplus i in February. 


Trade Balance* 
- Balance with U.S.* 


: Commodity Prices** 


The radian dollar ed éd lower — Canadian Do! 
er the month, down US0.6¢ in 

ue. The dollar was sitting some 

2.7¢ below its level of February, 


by 
"Feature report prepared by Aaron Sydor and Sarah Fisher of the Micro-Economic Policy Analysis Branch, Industry Canada under the 


ISSN 1496-192X 
i+o 


direction of Someshwar Rao. 


Industry Industrie 
Canada Canada 


Ministére des Affaires étrangéres 


Department of Foreign Affairs 
et du Commerce international 


and International Trade 


Merchandise Trade 


40 | { I I I 
Overall trade balances retract... | Fee 
35 | 
- The overall trade surplus narrowed ! ! ! 1 
$536 million dollars to $4.5 billion in oh ! 
February. Bos | | Exports 
| to ULSI 
> The monthly surplus with the U.S. 20 ! 
edged lower $33 million to just over 

$7.6 billion in February. 15 
* Monthly trade balances with all other major 754 1 Balance 
trading partners worsened over the month. 
Our deficit with Japan expanded g 3 

$91 million to $227 million in February, ae ! 


while the balance with the EU declined a 
further $59 million - to an $830 million 
deficit. 
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r a fast growing nor a rich market for Canadian 
ely important because of the automotive industry 


Iowa 
Minnesota Wisconsin 
North 
Dakota 
South 
Dakota Michigan 
Ohio 
Nebraska 
Kansas Indiana 


: : Missouri X\ Illinois 
Midwest Region 


GDP DP Growth 
are Land Area 
State Population |(millions ae (miles sq.) | (%, 95-00) 


12,482,301 467,284 


192,195 


Illinois 


Indiana 6,114,745 
2,923,179 


2,694,641 
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The Midwest’s share of 
Canadian exports to the U.S. 
has declined significantly... 


* In 1995, the Midwest accounted for half 
of Canada’s total merchandise exports to 
the U.S. In only six years, this share has 
fallen 8 percentage points to 42% in 2001. 


Midwest Region's Share of Canada's Total 
Merchandise Exports to the U.S. 


Percent 
50 


48 


46 


95 96 97 98 99 ‘00 ‘01 


Source: Industry Canada compilations based on Statistics Canada Data 
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Motor Vehicles still account 
for over 40% of Canada’s 
exports to the Midwest... 


* Exports of motor vehicles continues 
to account for the bulk of Canada’s 


exports to the U.S. Midwest, up from 
$49.2 billion in 1995 to $60.4 billion. 


* However, the share of motor 
vehicles has fallen off slightly and 
now stands at 44.4% from 50.8% 


in 1995. 


* Oil, Gas & Utilities saw the largest 


_ increase in share, rising from 7. Se in 
1995 to 13. 0% i in 2001. 


Industrial Distribution of Canada's 
Exports to the Midwest Region 
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aS Well as imports 


* Similar to exports, imports are 
dominated by trade in motor vehicles. 


* Motor vehicles accounted for 42.0% 
of Canadian imports from the U.S. 
Midwest in 2001, down slightly from 
43.2% in 1995. 


* Other industries, associated at least in 
part with motor vehicle production 
such as Machinery, Electrical & 
Electronics, and Chemicals 
accounted for another 24.9% of 

_ imports in 2001. 


Industrial Distribution of Canada's 
Imports from the Midwest Region 


Machinery hahaa 
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Canada’s Exports to the U.S. Midwest, 


Share by State 


Most of Canada’s 


exports to the U.S. 

Midwest go to the PRE, Be hone 
automobile producing Ind. 4.4% 
States... 


Wis. 4.8% 


Minn. 6.4% 


Other 4.6% 
iss. 2.2% 


Ind. 3.5% 


Wis. 5.6% 
Minn. 6. 3% 


* Michigan accounts for nearly 
half of Canada’s total exports to 
the U.S. Midwest although this 
is down 6 percentage points 
from 1995. Ill. 14.8% 


Ohio 11.0% Mich. 56% 


> Wisconsin is the only other 
state in the U.S. Midwest to 


Ohio 9.8% 
see its share drop. 


On the other hand, Illinois and _ 
Ohi gained i in importance Se 
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Distribution of Canada’s Exports to 
the U.S. Midwest by Province 


Ontario accounts for 

more than two-thirds Atlantic : 
of Canada’s exports Ontario 67.6% aa 
to the Midwest Quebec 


9.38% 
1995 


B.C. & 
Terr. 2.6% 


¢ However, Ontario’s share is 
down from more than 70% 


in 1995. Atlantic 


Canada 0.9% 
* The Prairies share of 
exports going to the 
Midwest has increased 
significantly, gaining 
4.5 percentage points to 
reach 19.7% in 2001. 


Quebec 
10.6% 
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Ontario accounts for 
83.7% of Canadian 
imports from the 
Midwest 


* This is up from 81.0% in 
1995. 


* The share of all other 
regions declined over this 
period. 


Distribution of Canada’s Imports 
from the U.S. Midwest by Province 


B.C. & Terr. 
2.0% 


Prairies 
9.9% 


Atlantic 
Canada 
0.4% 


Quebec. 


Ontario 
83.7% 


Prairies 
10.4% 


Atlantic 
Canada 
0.6% 


Quebec 4.0% 


Government 
Publications 


Key Monthly Trade Indicators 


Highlights 


%: Merchandise exports fell twice as Exoarty & 
fast as imports, resulting in a a 
narrowing of Canada’s overall trade 
surplus with the world in March. 


- Exports to U.S. 


imports 


%: The combination of falling exports Fe MIRA RE 


and ise merchandise imports 
from the U.S. resulted in a decline in 
the bilateral trade surplus in March. 


a 


Trade Balance* 
- Balance with U.S.* 


marked decline in trade with the 
U. contributed significantly to the — 
eaker trade figures for this month. — 


port Prices*** 


direction of Someshwar Rao. 


wb Department of Foreign Affairs Ministére des Affaires étrangeres 
E x E and International Trade et du Commerce international 


Commodity Prices** 


(March 2002) 
previous | previous 
month year 

33,150 -2.0 -9.1 

28,281 -0.6 -7.8 
28,754 -1.0 -4.4 
20,866 0.2 -5.1 

4,396 4,772)  _— 6,487 

7,415 7,644 8,691 


_|Canadian Dollar (US¢)* 


Industry 
Canada 


Industrie 
Canada 


Merchandise Trade 


40 


Overall trade balances retract ... Exports 


we 
nn 


. The overall trade surplus narrowed 


$376 million dollars to $4.4 billion in ee ! ! 
Mi see ss 
\ \ \ | to U.S. 1 
> The monthly surplus with the U.S. 20 ! ! ! 
slipped $229 million lower to just 
over $7.4 billion in March. 15 © ; 
* Monthly trade balances with all other major 781 ! ! Balance 
trading partners remain in deficit. Our 
deficit with Japan narrowed $6 million to oe 
$225 million in March, while the balance = ! 
with the EU widened $274 million - to a 25 th f nil 
| $00 billion dencit a tinh 
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growing and wealthy market for Canadian exports 


Washington Idaho 


Montana 


Oregon 
Nevada Wyoming 
California Colorado 
Utah 
New Mexico 
Arizona 
Alaska peti 


a Hawaii 


GDP 


GDP Growth 
Population (millions §$, Land Area 


(miles sq.) | (%, 1995-2000) 


634,892 — 
= 5,307,331 
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The U.S. West’s share of 
Canadian exports has increased 
steadily... 


* Canadian merchandise exports to the U.S. 
West increased from $24.1 billion in 1995 
to $63.8 billion in 2001 — an average 
annual rate of growth of 17.6%. 


* This tremendous growth has increased the 
West’s share of total Canadian exports to 
the U.S. to 18.0% in 2001 from only 
11.2% in 1995. 


U.S. West’s Share of Canadian 
Merchandise Exports to the U.S. 


Percent 
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Source: Industry Canada compilations based on Statistics Canada Data _ . 
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Canadian Oil & Gas and 
Motor Vehicle exports 


increased dramatically to the 
U.S. West 


* Canadian exports of Oil & Gas and 
Motor Vehicles increased 400% and 
300% respectively between 1995 and 
2001 and combined, now account for 
42% of total Canadian merchandise 
exports to the U.S. West. 


* Electrical and Electronics, Machinery 
and Chemicals decreased their share in 
_ total Canadian exports to the U.S. West. 


Their combined share decreased from 
4.7% in 1995 to 18.3% in 2001. 


Industrial Distribution of Canadian 
Exports to U.S. West 
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Electrical & Electronics 
dominate Canadian imports 
from the West 


¢ Electrical & Electronics account for 
almost one-third of Canada’s imports 
from the U.S. West and this has not 
changed significantly since 1995. 


* Similarly, the share of other industries 
has not changed very much over the past 

6 years and is fairly well distributed 
among resource based industries such as 
Agriculture & Fishing and Food, 
Beverage & Tobacco and among more 
ee tech industries such as Other. 


of Canadian 


Industrial Distribution 
Imports from the U.S. West 


Electrical & Electronic hein 
Agri. & Fishing a 
Other Transp. <a 
Food, Bev. and Tob. aml 
Machinery neem | 
Chemicals ome 
Motor Vehicles aa 
Misc. ae 


Wood & Paper oat 
Fabricated Metal | mf 


_ Primary Metal & Non Sn ae 2 
Refined Petrol. & Coal at | 


1995 
[_]2001 


yy eae eT ae 
; x i Fa : in hue pig “tp 
3 ad ‘ i io’ s ‘gs nie 
> ear heat pre eis 
. ’ a9 Le 
, EN > “a we 
= ; et - « : > eS a 7 & 4 
# Tt we ak par we’ ae d 
oe: iMG otis Lea DiC 
. —s am ae a fl ae a 
4 av, 
ath) pail tse: Ck, ‘0 eiciaee P 
oi ae an | eduioweia fh laghiselt 
| = aes aYwogen! velba staniaol 
r a> A 
ae 8 sedi arts erat 
HO 
_ “at ijaset Sori ty alg SA lickibeltt © 
ee righ A sar ‘Altice tals 
. vail indy one eM Use el, 
: i ia ail aarttiria hs nae 
a i sap ag wad Tr ‘ieee seth» 
’ ns it a wre van ‘ cela pe 
%, Jans j pel gael - tal 
oie ” me ‘ shi pm cae ides 7 Th; >. 
‘ ak ee ee i 
. si, uitiine es: 
¢ |e ch on 
' Hol van all ae 
i 
. Lian Nae 
r as. 
erie 
AR ¥ . 
‘ f , Sot 
" i " a a "y 
Y ane a ae: oe 
: ie oe A 


Distribution of Canadian Exports 


to the U.S. West by State 
California accounts for 
a large and growing 


share of Canadian Other 5.5% 
exports to the U.S. MT 4.0% 
West... % co 3.5% | 1995 


| AZ 4.8% 
- T 3.2% Other 3.4% 


OR 6.1% 


* California gained just over one 


percentage point in share to 
reach 43.4%. 


* Washington State is the other WA 28.2% 
dominant destination for 
Canadian exports to the West at 
28.2% and saw a small increase 

in share... 


2gon, on the other hand, saw 
p from 9.8% to 
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B.C.’s share of exports 
to the West declined 
significantly while that 
of Ontario and the 
Prairies increased 


* B.C. & Territories saw its share Terr. 


21.2% 
exports to the U.S. West decline 


of Canadian merchandise 
by almost one-third to 21.2%. 


* Ontario gained the largest 


share, jumping 5.4 percentage 
points followed by the Prairies 


_ which gained 2.6 percentage 
pons = 7 


Distribution of Canada’s Exports to 


the U.S. West by Province 


B.C. & 
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Canada a 
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Distribution of Canada’s Imports 
from the U.S. West by Province 


B.C. & Territories 


accounts for the largest Ontario 


: 27.7% 
share of Canadian 2 


Prairies 
imports from the U.S, 13.8% Atlantic 
West Canada 
ile 0.9% 
Quebec g995% 
* B.C. & Territories saw its share 10.7% 


of Canadian merchandise 
imports from the U.S. West 
decline slightly from 31.8% in 
1995 to 29.9% in 2001. 


Ontario 31.7% 


B.C. & 
Terr. 29.9% 


Prairies : 
Atlant 
oo 108% auntie 
Both the Prairies and Quebec 1.0% 
saw their share of imports from Duebec 


the U. S. West increase b about TA 
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Key Monthly Trade Indicators 
(April 2002) 


Highlights 


previous | previous 


%: April’s merchandise exports 
advanced faster than imports, as 

_ Canada’s overall trade surplus with 

_ the world widened. 


Exports 
- Exports to U.S. 


Imports 
fs / : =| 
xports tothe U.S. outpaced , ena casee 


imports resulting in a increase inthe _ oe 
aeea ee oe - 5 oo Trade Balance 
bilateral merchandise trade surplus : 


n April. 


\ - Balance with U.S.* 


Commodity Prices**. 
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Overall trade balances improve 


* The overall trade surplus expanded 
$516 million dollars to $5.2 billion in April. 


Billions 


The monthly surplus with the U.S. 
rose $627 million to just under 
$8.3 billion in April. 


* Monthly trade balances with all other major 
trading partners remain in deficit, Our 

_ deficit with Japan widened $25 million to 

$265 million in April, while the deficit with — 

the EU widened $80 mill : 


ion to $1.1 b: 


value of the Canadian 
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Definition of “high-tech” Manufacturing Industries 


According to the 1997 OECD definitions, the following industries in the manufacturing 
sector are considered as high-technology industries: 


Aircraft & Parts (SIC 3211); 
Communications-Electronics (SICs 3341, 3351, 3352, 3359); 


Office, Store and Business Machines (OSB) (SICs 3361, 3362, 3369); and, 
Pharmaceuticals (SIC 3741). 


Trade data is collected on a product basis and assigned to industries based ona 
concordance with the Canadian industry that produces that good. Imports are therefore 
eS ened by producing industry and not consuming industry. 


Canada’s Trade in Manufacturing High- : 
Technology Goods : 


This special report was prepared with a contribution from Can D. Le and Svetlozara 
Petrova of the Innovation Policy Branch, Industry Canada 


i i a 


renee — ote 


; “ype rd Yaa pits *eee) tities ho cist a wy i] 
YT ’ € Vweit yarn yf j eyes ult ot die ienh | 


' tH) 7A vay A a Le Lipbivds Pa mone 
7 : he - ry 
ree A 4 
rig! ithe TA aa AR- 8 [ 
s ; ’ 0 f Wylie DM i<. yi? . ; 


. ) A ’ ie hd ik vr J 


Y ; oti if? tlh | etl we _ 
} b ivid t Cab Pepa ips Phe ge ; 

yon ' 
med ai ff 
nS i i i) if Gites) 


mie. er ne ae ‘ 


‘ ; m 
my ces a _ 
Oe od en ey 
A, ye a ae aa 
z! 
la 
ll 
ae 
H i Aer 
' - | , 
»ihiaD ersiacyeined eae 
abet MORES LOR es Tolmver ‘eel Rg 
: i one fj 
ein be v wo 


factury 


Canadian High-Technology Exports, 


...largely because of a huge Distribution by Industry 
fall in Communications - 
Electronics exports... $ Billions 

30 


* Exports of Communications - Cer elects. 


Electronics goods fell from $25.9 25 
billion in 2000 to $15.7 billion in 2001, 
a decline of 39%. 20 


/° . Office, Store and Business Machines = 
_ (OSB) industries sufferedadropof 49 
16% while Aircraft and Parts and 
_ Pharmaceuticals actually registered 

significant increases of 30% and 23% i — : 
fespectively - 88 89 90 91 92 93 94 95 96 97 98 99 ‘00 ‘01 
‘Aircraft and Parts surpassed _ 


assed Source: Statistics Canada 
-Electronics exports, — 
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Distribution of Canadian Manufacturing 
High-Technology Exports by Country/Region 


The U.S. is the 
dominant destination 2001 
for Canadian high- 
tech exports... 


¢ The U.S. remains the 


principal destination for aN ey ele 1988 
Canadian high-tech exports yo a ROW 


with close to 79% in 2001. 789% Oe - : ee 


ee: : Japan 12.1% 
This is up from 71% in eh 


1988. : a. Asia Pacific 
— — US. 4.0% 
On the other hand, the 71.0% 

E.U.’s share fell from 17% >> eS 

to 12% over the same _ _ - EU 


Source: Statistics Canada 
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Canadian-U.S. Trade in 


Despite a huge drop a Manufacturing High-Technology Goods 
exports, Canada registered _¢ Billions 

a surplus in high- 50 

technology trade with the Exports 
US. ie 


¢ The $7.0 billion decline in exports 30 
to the U.S. was responsible for 

93% of the total fall in Canada’s 
igh-tech manufacturing exports. 


Imports 
20 


a ala 
_For the third year in a row, Canada Balance 


recorded a surplus in high- 
technology trade with the U.S. . — a EE 


> However, he surplus declined _ 
0 billion in 001 from $7.4 


88 89 90 91 92 93 94 95 96 97 98 99 0001 


gh-Technology Exports to 
Distribution by Industry 
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..as Well as imports 


Canadian imports of 
Communications Electronics 
dropped $4.3 billion between 2000 
and 2001 accounting for much of 
the decline in Canada’s high tech 
imports from the U.S. 


> Imports of Office, Store and 
_ Business Machines (OSB) also 
declined. 


‘Aircraft and Pharmaceutical 
imports managed to show 
improvement, 
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Canadian High-Technology Imports from 
the U.S., Distribution by Industry 


$ Billions 
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Key Monthly Trade Indicators 
(May 2002) 


‘% change over 


previous | previous 


Highlights 


Merchandise exports faltered in 
May while imports advanced, 
resulting in a narrowing of 

Canada’s overall trade surplus with 
the world. | 


Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 


Trade Balance* 
- Balance with U.S.* 


Commodity Prices** 
Canadian Dollar (US¢)* 


Export Prices* 
Import Prices*** 


€ ivision, DFAIT under the direction of John M. Curtis. 


Feature ee arepared by Aaron Sydor of the Micro-Economic Policy Analysis Branch, Industry Canada under the direction of 
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Someshwar Rao. 


Industry Industrie 


Department of Foreign Affairs Ministére des Affaires étrangeres 
E bod | and International Trade Canada Canada 
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Canada's Merchandise Trade with Brazil 


Canada’s trade balance with $ Billions 
Brazil has declined 2 


dramatically since 1995 


Imports 
* After a number of years of rapid growth 1.5 
following Brazil’s “opening up” in 1991, 
Canadian exports to Brazil have fallen 
sharply since 1997 declining by almost 1 
50% or $778 million. Exports 


_ On the other hand, imports from Brazil 0.5 
_have continued to increase and now stand 


This has resulted in a reversal of 72 93 94 95 96 87 698 99 00 01 

Canada’s trade balance with Brazil which 

turned from a $373 million surplusin 
0 a $616 million deficit in 2001. 


Source: Industry Canada compilations based on Statistics Canada data 


Brazil's Share of Canadian Trade 
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Canada and Brazil Exchange Rates 


‘ : vis-a-vis the US Doll 
The rapid devaluation of the $US ; ara is 
per unit 


Real is an important 1.8 


° 9 Introduction 
contributor to Canada’s poor 46 — of REAL 
performance in the Brazilian i 
market... 
: 1.2 

* Between 1994 and 2001, the Brazilian | 

Real lost two-thirds of its value, making 

Canadian exports to Brazil relatively 0.8 Canada 


more expensive and Brazilian products 0.6 
more competitive. 


_— . Brazil 
_ Crisis in Asia and Russia in the late 
1990s impacted negatively on the © / 
currencies of many developing : 94 95 7 98 99 ‘00 ‘01 
counties and ee i ee 
its heavy Source: Industry Canada compilations based on Statistics Canada data 


Bras Real GDP Growth 


Subsequent crisis in Argentina has put 
dditional downward pressure on the ~ 
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Canadian exports to 


Reavis Canadian Exports to Brazil by Industry 
predominantly 

resource-based Mining, Oil & Gas 

industries Wood, Paper & Printing 

* Somewhat surprisingly, Machinery eteenem 


nearly 58% of Canadian 

exports to Brazil are still in 
resource-based industries; Agriculture, Forestry & Fishing - 
‘Mining, Oil & Gas and 
Wood, Paper & Printing. 


Computers & Electronics 


Chemicals 


Automotive 


Primary Metallic & Non-Metallic 


Food, Beverage & Tobacco 


Plastics & Rubber 


Fabricated Metal 


Manufactures | 
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Automotive imports 


from Brazil have Canadian Imports from Brazil by Industry 
increased | 
dramatically Automotive 


* The share of Automotive Food, Beverage & Tobacco 


in Canadian imports from Primary Metallic & Non-Metallic 
Brazil jumped from 3.2% : : 
in 1992 to 18.4% in 2001. Textiles & Clothing 


Wood, Paper & Printing 


‘Similarly, the importance — 
of Wood, Paper & Printing Computers & Electronics 
and Computers & _ 
Electronics increased 


Agriculture, Forestry & Fishing 
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Canadian investment Canada's Foreign Direct Investment with Brazil 

Brazil increased steadily 

over the 1990s before Billions 

dipping in 2001 ¢ Outiard 
6 


¢ Canada’s direct investment in Brazil 
increased three-fold between 1992 and 
2000, from $1.9 billion to $5.6 billion. 


>» However, Canadian investment in 

Brazil fell off somewhat, falling from 3 
$6.4 billion in 2000 to $5.6 billion in 
2001. 


Brazilian direct investment in Canada 
also increased three-fold, from $200 _ 
million in 1992 to $600 million in 2001, 


. 


Brazil's Share of Canadian Direct 
Investment in South and Central America _ 
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Key Monthly Trade Indicators 
(June 2002) 


% change over 
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Trade balances fall for the second 
month 


* The overall trade surplus narrowed by just 
over three-quarters of a billion dollars to 
$3.8 billion in June. 
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Key Monthly Trade Indicators 
(July 2002) 


Highlights 


previous | previous 
Exports 
- Exports to U.S. 


Imports 
- Imports from U.S. 
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Trade balances improve ... 


* The overall trade surplus shot up nearly 
$1.1 billion to $4.9 billion in July. 


- The monthly surplus with the U.S. 
increased $855 million to just under 


$8.2 billion in July. 
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World’s 10 Largest Importing Industries 
Share of Total World Imports 


High-tech industries now account for Petroleum 


a larger share of world trade Road Venidies 
* The 10 largest importing industries account for Office Machines 


almost half of the world’s total imports at 46.6%. Scientific Eq't 


This is up from 43.5% in 1985. Telecom. Eq't 


Petroleum and Road Vehicles continueto me pe rulacillee 


h Apparel & Clothing 


All information contained in this special report was 
obtained from the World Trade Analyzer database. 
All data presented arein U.S. dollars. Industries are 
based on the SITC commodity classification code. 
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Road Vehicles continue to dominate 
Canada’s exports 


¢ The 10 largest industries account for 54.9% of 
Canada’s total exports. 


- This is down considerably from the 63.9% of 
Canada’s total exports that the top 10 — 
industries accounted for in 1985. However, 
the composition of these industries has not 
changed significantly and is still highly 
ependant 0 -b ustries 
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Canada's 10 Largest Exporting Industries 
Share of Total Canadian Exports 
Road Vehicles 
Petroleum 
Natural Gas 
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World's 10 Largest Import Markets 
Share of Total World Imports 


The U.S. is by far the world’s largest USA 
import market 
Germany 
¢ The U.S. alone accounts for almost one-fifth of Japan 
global imports. 
France 
* Other G-7 countries, including Canada, account UK 


for another 30% of world imports. 


and Belgium account for a far 
greater share of imports than theireconomic 
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Canada's 10 Largest Import Markets 
Share of Total Canadian Exports 


More than 85% of Canada’s exports USA 85 
go to the US. span 
¢ The vast majority of Canada’s exports go to the UK 
US. Mexico 
China > 


_ ¢ Japan, the second largest market for our exports 


accounts for just over 2% of our total exports. = Germany 
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Canada also has an unusually high 
share of U.S. imports 


¢ Canada accounts for more than 20% of U.S. 
imports. Our second highest market share is in 
Venezuela where Canada accounts for 3.6% of 


imports. 


This likely reflects the high degree of 
integration between Canada and the U.S 
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USA 
Venezuela 
Iran 

Chile 


Colombia 


Canada's Share of Total 
World Imports by Country* 


High Share* 


rg fy Meet 


a | 


fi 
y 


Lr 


alto gent at, srt 


ha 


by ee he Fabien nye 


ing Dost wh Fs ay rey 


pia aes te, 


@ 


lis 


is 


it a 


_ 


Pow bl 


c"a8 


———— 


Growth in C 


Canada has not seen its import share Iran 
increase significantly in very many Nongeg 
countries... 
Chile 
* Canada’s share of Iran’s total imports increased Mexico 
three percentage points between 1985 and 2000, 
Denmark 


by far the largest increase for any country. | 
sss - Saudi Arabia 

* With the rest of the world, there hasnotbeenany __ a 

substantial increase inimportshare. = = = = =—|- Untd Arab Em 


, where Canada saw its import share 
crease the second fastest, the increase was 
ub of a percentage point. 
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anada's Share of Total 


World Imports by Country* 
1985-2000 
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